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1,1. Introduction 
Your future is still before you. Your land is a vast storehouse of mineral and 
agricultural wealth awaiting further development for the benefit of mankind. Its 
potentialities are magnificent  (Charles F. Wilson). 
The economic development of a nation depends on utilizing its natural resources 
optimally. Mineral resources are essential natural assets which help in the industrial 
development of a country that ultimately enhances the living standard of the people. 
Industrialization is possible only when ample resources are available. Industries 
engaged in various types of production processes depend heavily on these resources. 
The rationale behind the establishment of an industry is to meet the social and 
economic requirements of a nation. Generally, the ownership of natural resources lies 
in the hands of the State and business process of these resources is done by the State 
run companies i.e. Public Sector Enterprises (PSEs). 
The sound performance of any enterprise reflects how effectively its resources are 
utilized. Performance indicates the management set up of an enterprise which is 
accomplishing the goals that are being set for the enterprise. It is the measure of a 
degree to which an organization fulfills its purpose and tries to achieve its objectives. 
There are various aspects to measure the performance viz, marketing, human 
resource, operations and finance being major areas for measurement of overall 
perfomance of any company. 
Financial Performance is thus the key tool to measure the overall activities of a 
company. 'There are many techniques available to check the performance of financial 
activities in an industrial set up. Generally, financial performance of a company is 
checked through its financial statements published annually. Financial performance 
indicates as to what extent does a company utilizes its assets. Financial Performance 
Evaluation gives a thorough account of marketing practices, human resource 
management, operations and trading practices of a company which is going through 
its financial statements for a given period of time. Financial Statements give a clear 
picture about the working and progress of a company. Balance Sheet, Profit & Loss 
Account and Cash Flow Statement are the chief financial statements. These financial 
statements are considered in acquiring information for evaluation of financial 
performance. 
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The Indian subcontinent is endowed with a rich variety of natural mineral wealth. 
There are numerous valuable natural resources found in India. The Government has 
sole ownership upon the natural resources found in its territory. Business of these 
resources is the primary function of Government owned companies called public 
sector enterprises, Public Sector Enterprises play significant role in Indian economy. 
In India, there are number of public sector companies that are doing business in 
different sectors such as minerals, metals, coal, electricity. oil and gas etc. These 
companies are responsible for acceleration of economic development of India. 
Minerals and Metals are natural resources and business of these resources yields a 
major contribution in economic growth of the nation. State Trading Corporation 
(STC), National Minerals Development Corporation (NMDC), Minerals Exploration 
Corporation Limited (MECL), Gujarat Mineral Development Corporation (GMDC) 
and Minerals and Metals Trading Corporation (MMTC) are some of the major public 
sector companies which are doing business in minerals and metals at national as well 
as international level. MMTC Ltd. is a state owned corporation of India engaged in 
the trade of Minerals and Metals. It is the leading international trading company for 
Public Sector avenues engaged in import of Minerals and export of Metals (MMTC, 
n.d.). Being an international trading company, it thus becomes essential to measure 
the financial performance of this company and this research work basically deals with 
this issue. 
1.2. Concept of Financial Performance and its Evaluation 
Performance and financial position are the key inputs for decisions related to activities 
of the concerned company. To understand and analyze the financial viability of a 
company, it is important to peruse through its financial statements. One can procure 
most of the information related to the company's performance from its financial 
statements. A company's performance evaluation should be the prerequisite for 
developing any financial relation of the company. 
Financial Perfonvance is a process of measuring the results of policies and operations 
of a company in monetary terms. It is used to measure overall financial health of a 
company over a given period of time (Shodhganga, n.d.). The performance of a 
company can be measured through its financial results. Financial performance is 
therefore, normally adjudged by a series of ratios or other accounting parameters. 
However, it is to be noted that fundamentally, the balance sheet indicates the financial 
position of the company as on that point of time (Pandey, 2009). Financial 
Performance Evaluation is the appraisal and interpretation of financial statements of a 
business concern. It is the study of relationship among various financial factors of a 
business disclosed by a single set of statements and study of these factors as shown in 
a series of statements. 
Balance Sheet and Profit & Loss Account are the two principal financial statements. 
They reveal financial position, profitability and utilization of retained earnings. 
However, financial analysis is not an end in itself. It is merely a vehicle of 
communication. As such the technique of financial analysis is typically devoted to 
evaluate the past, present and projected performance of a business firm in future. 
Financial Analysis is a process of determining the significant operating and financial 
characteristics of a corporation from data presented in the form of financial statements 
(Hunt et al., 1971). The analysis and interpretation of financial statements is an 
attempt to determine the significance and meaning of the financial statements data so 
that the forecast may be made about the future prospects for earnings, ability to pay 
interest, debt maturities and profitability (Mittal, 2011). Financial appraisal is the 
process of evaluating the relationship between component parts of financial 
statements to obtain a better understanding of the position and performance of a firm 
(Metcalf & Titard, 1976). 
Financial performance appraisal is generally directed towards evaluating the liquidity, 
stability and profitability of a concern which, when put together, symbolizes the 
financial efficiency of a business concern. It is the examination and evaluation of a 
firm's financial position, operations and involves a comparison and interpretation of 
accounting data (Kulkarni, 1994). It is the analysis of financial statements viz. 
Balance Sheet and Profit & Loss account aimed at diagnosing the profitability and 
financial condition of a business concern (Srivastava, 1979). Financial analysis is the 
process of identifying the financial strength and weakness of the firm by properly 
establishing relationships between the items of balance sheet and profit and loss 
account (Pandey, 1995). The first task to evaluate the financial performance is to 
select the information relevant to the decision under consideration from the total 
information contained in financial statements. The second is to arrange the 
information in a way to highlight significant relationships. The final task is the 
interpretation and drawing of inferences and conclusion (Meigs, 1978). Financial 
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analysis is defined as the process of discovering economic facts about an enterprise or 
a project on the basis of an analysis of available financial data. It is helpful in 
assessing corporate excellence, judging creditworthiness, forecasting bond writing, 
predicating bankruptcy and assessing market risks (Desai, 1999). 
The main purpose of financial analysis is to diagnose the information contained in 
financial statements so as to judge the profitability and financial soundness of the 
firm. Just like a doctor who examines his patient by recording his body temperature, 
blood pressure, etc. before making his conclusion regarding the illness and before 
giving his treatment, so is the case with a financial analyst who evaluates the financial 
statements with various tools of analysis before commenting upon the financial health 
or weaknesses of a business (Gupta & Sharma, 2005). 
Financial analysis refers to an assessment of the viability, stability and profitability of 
a business, sub-business or project. It is performed by professionals who prepare 
reports using ratios that make use of information taken from financial statements and 
other reports. These reports are usually presented to top management as one of their 
bases in making business decisions (Keeper, 2012). There are different tools and 
techniques available for doing evaluation of financial performance of any company. 
Financial performance can be analyzed with the help of accounting, financial as well 
as statistical tools and techniques. Accounting techniques include common size 
statements analysis, comparative financial statements analysis, ratio analysis etc while 
financial techniques consist of Economic Value Added (EVA) and Market Value 
Added (MVA) etc. The statistical techniques include correlation and regression etc 
used for analysis (Gupta et al., 2009). 
1.3. Minerals and Metals Trading Corporation (MMTC) of India 
Ltd.: A Brief Review 
Minerals and Metals Trading Corporation (MMTC) Ltd. is a trading company under 
the administrative control of Government of India. It was established in 1963 with the 
aim to accelerate international trade of Minerals, Metals and Agro Products etc. It was 
set up to bifurcate the State Trading Corporation (STC) in a viable mode. The State 
Trading Corporation of India Ltd. was founded in 1956 as a wholly owned 
government subsidiary with the aim to manage the export and import of selected 
commodities. However, the need for a specialized institution which could handle the 
1: 
complexities of mining, transporting and exporting large amounts of mineral ores 
became increasingly apparent and in 1963, the MMTC was established specifically to 
monitor trade in minerals and metals and in particular, iron ore which it began 
purchasing from the public and private sector mining companies. Its initial objective 
was twofold, one was to ensure full employment of miners in less developed areas 
and second was to oversee the import and distribution of raw materials to agriculture 
and industry where production often fell short of domestic requirements (Funding 
Universe, n.d.). MMTC is India's largest international trading company and is 
recognized as first Public Sector Undertaking to be awarded Premier Trading House 
status in the country. It is actively involved in exploring overseas markets for export 
and sourcing material for domestic needs (Ministry of Commerce & Industry, 2009-
10). The diverse trade activities of the company encompass third country made, joint 
ventures and link deals including all modem day tools of international trading. The 
vast international trade network of MMTC includes a wholly owned international 
subsidiary in Singapore which spans almost in all countries of Asia, Europe, Africa, 
Ocean and America, providing global market coverage to MMTC (Reuters, n.d.), 
1.4, MMTC Ltd. since Liberalization 
MMTC was established as the Government owned Minerals and Metals Trading 
Corporation. The company was responsible for exporting minerals such as iron ore, 
chrome, mica and importing non-ferrous metals such as tin, zinc, lead, nickel, 
aluminum and it held a monopoly on the trade through India's canalization system. In 
the 1970s, fertilizers and diesel oil were also canalized to import through MMTC and 
in the 1980s diamonds and bullion were added to the company's portfolio (Khurana, 
2010). 
The series of economic reforms were introduced by the Indian Government in 1991 
when the liberalization era begun. It has since been impressive and spawned many 
global business giants. India was declared the second fastest growing economy in the 
world, only surpassed by China, which has been liberalizing its economy since 1978. 
One of the companies that rose to the challenge of liberalization was MMTC, which 
holds the position of India's largest international trading company today. Since, the 
liberalization of trade was one of the first acts on Government's agenda and MMTC 
was thus hit hard. The company did very well in retaining its iron ore trade too, as it 
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has an excellent logistics network capable of moving iron ore from the producer to the 
port iron facilities and exporting it to stable long-term buyers in countries such as 
Japan. The company developed a two pronged strategy to survive in the newly 
evolved business cnvironment. Firstly, it began the process of consolidating its 
existing business by building on its areas of expertise and its market knowledge. In 
1993, it officially changed its name to MMTC Limited. Today, the company is the 
country's largest exporter of minerals and pig iron, the largest importer of bullion, 
non-ferrous metals, agro products and steam coal and continues to be a major player 
in the import of fertilizers. The second prong of the growth plan was to diversify into 
closely associated industries through a range of joint ventures and linked activities. 
The first step was to invest in an integrated steel plant in Odisha viz. Neelachal Ispat 
Nigam, a joint venture in which MMTC holds over 49 per cent of the shares; the 
remainder being held by the state of Odisha, the mining company NMDC and various 
financial institutions. Established in the mid 1990s largely to produce pig iron, the 
venture has been so successful that it is now India's largest producer of pig iron 
(Khurana, 2010). 
In 1994, the company also began to extend its reach in global marketplace by setting 
up a 100 per cent wholly owned subsidiary company in Singapore to take advantage 
of South East Asian market and this step has also been hugely profitable for the 
company. The company is also in initial stages of a similar project to double the 
capacity of the port at Paradeep in Odisha and construct a permanent deep draft iron 
ore berth. Located some 150 kilometers from the company's pig iron factory, 
Paradeep is the plant's main export port and after reaching to completion, this project 
has started supposing growth in the plant's output. 
The other area of considerable expansion and diversification in recent years has been 
in bullion, where MMTC leads the field as an importer. It is, however, another 
MMTC's joint venture that seeks to change the face of the company throughout India 
and make it visible to the public. The company has linked up with India's leading 
diamond jewellery retailer Gitanjali and is in the process of launching a chain of retail 
stores selling gold and diamond jewellery, medallions and silverware. Aptly named 
Shudhi, the stores are located across India, not only in prestigious districts and large 
cities but also in small towns, making MMTC a household name (Khurana, 2010). 
MMTC has also extended its trading capacity by setting up a commodity exchange 
viz. Indian Commodity Exchange (ILEX) as a joint venture with India bulls. The 
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fourth of its kind in India, the exchange currently trades in bullion and agro products 
but the plan is to extend this to include iron ore as well. However, MMTC has come 
through economic liberalization very well. Today, it has a healthy balance sheet. 
strong backing from the financial institutions and solid plans for future growth. 
1.5. Scope of the Research 
This study is based on the analysis of published annual reports of MMTC for the 
period of twenty two years from 1991-92 to 2012-13. All results and findings are 
confined to this period only because in this study the Researcher wants to assess the 
impact of economic reforms on the performance of MMTC. The area of the present 
study is to evaluate the financial performance of MMTC. Financial performance of 
the corporation is analyzed in detail which will provide information about efficiency 
of business, operations and performance of the company especially export-import 
activity of Minerals and Metals. 
The financial performance of MMTC has been evaluated with the help of different 
accounting, financial tools and techniques. Liquidity, solvency and profitability 
position have been analyzed using accounting ratios and DuPont technique. Market 
performance is assessed with the help of Market Value Added (MVA). In order to 
assess the overall financial performance of the company, common size statements 
analyses and comparative statements analysis have been taken into consideration. 
Trade practices i.e. export, import and domestic trade are also analyzed. Value 
addition in shareholder's wealth considers a very significant indicator for sound 
financial performance of a company which has been examined through Economic 
Value Added (EVA). 
The present research will provide information regarding financial performance of the 
company towards other major stakeholders of MMTC. This will lead to the 
development of industrial and business processes with regards to Minerals and Metals 
export-import activity in the country. As a public sector corporation of Mineral 
trading sector, the MMTC plays a significant role in Indian economy. The financial 
analysis of this corporation will highlight the efficiency of business operations and 
performance of the company which will be helpful for the stakeholders to enter into 
the relationship with the company. 
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1.6. Rationale of the Research 
The proper utilization of Minerals and Metals is very crucial for any economy due to 
their finite availability and their efficacy in industrial and social development. Mineral 
trading sector is crucial for overall economic growth of a nation as almost all 
industries are dependent on availability of Minerals and Metals for their very 
existence. MMTC is one of the leading trading companies of India doing trade of 
various Minerals, Metals, Fertilizers, Agro Products, Coal and Hydrocarbon etc. at 
international as well as national level. The main focus of the company is export of 
Minerals and import of Metals side by side it is also engaged in the domestic trade. 
Being a leading international trading company of ladia and engaged in business of 
Minerals and Metals, it becomes very important to assess the financial performance of 
this company for economic stability and development of the country. In spite of this, a 
little research has been done on this sector till date. Hence, there is a great need and 
vast scope of further research in this area which made the Researcher to realize the 
need of doing research on MMTC Ltd. Some of the major reasons which motivated 
the Researcher to conduct the present research work are as under: 
• Financial analysis is the canopy under which all business activities like human 
resource practices, marketing strategies, assets utilization and operational 
efficiency are evaluated in terms of financial aspects. 
• The Researcher opted for evaluating the financial performance of MMTC with 
accounting and financial tools and techniques in a different perspective. 
• As it is a major public sector trading company of Indian Government, still there is 
no research work has been done on this company as the Researcher gone through 
the existing literature. 
• Being a leading international trading company and one of the major foreign 
exchange earners for India, it becomes very important to measure the financial 
performance of this company for economic stability and development of the 
country. 
1.7. Objectives of the Research 
The objectives of the present research include an analysis regarding the liquidity, 
solvency, profitability and patterns of earning with a view to evaluate the role of 
MMTC in economic development of the country. The researcher has made an attempt 
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to examine in detail the various aspects of its financial performance with a view to 
identify its strengths, weaknesses, opportunities and threats. The researcher also 
explores the reasons of bottlenecks and suggests ways and means to overcome 
financial problems of the Corporation, if any. The key objectives are: 
• To evaluate liquidity and solvency position of MMTC. 
• To examine its profitability position in terms of sales and investment. 
• To analyze business activities of the corporation i.e. export, import and domestic 
trade. 
• To evaluate overall performance of the corporation. 
• To assess performance of its shares (price behavior) in the stock market. 
• To suggest strategies for improving the financial perfornnance of MMTC. 
1.8. Hypotheses of the Research 
Setting of hypothesis is an indispensable tool of a scientific research. It guides the 
investigator to examine the facts at micro level and it directs the researcher to move or 
not to move in particular direction. As regards the formulation of hypothesis, the 
researcher seeks to make financial performance evaluation of MMTC and decided 
whether or not the financial performance of the company has resulted into significant 
acceleration of satisfactory return, The hypotheses of the present research are as 
follows; 
• Ht: There is no significant correlation between sales and profit after tax. 
• H2: There is no significant impact of sales on shareholders' fund. 
• 1I3: There is no significant correlation between trade practices and total turnover. 
o H30: There is no significant correlation between import and total turnover, 
o H3(,p: There is no significant correlation between domestic trade and total 
turnover. 
• H4: There is no significant impact of export on total turnover. 
• H5: The event of announcement of stock split has no significant impact on the 
stock price of MMTC. 
• H6; There is no significant impact of Liquidity position on Return on Capital 
Employed (ROCE) 
o Hbol:  There is no significant impact of current ratio on ROCE. 
o llooj): There is no significant impact of liquid ratio on ROCE. 
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c H5... l : There is no significant impact of cash potion ratio on ROCE. 
• H7: There is no significant impact of Profitability position on ROCE. 
o H7t1~: There is no significant impact of gross profit ratio on ROCE. 
o H t; ): There is no significant impact of net profit ratio on ROCE. 
o H7( ;;p: There is no significant impact of operating ratio on ROCE. 
o H7(i,l: There is no significant impact of return on net worth on ROCE, 
• Hp: There is no significant impact of the Solvency Position on ROCE. 
o H8,p: There is no significant impact of interest coverage ratio on ROCE. 
o H): There is no significant impact of proprietary ratio on ROCE. 
1.9. Methodology of the Research 
This study is primarily based on the secondary data obtained from the Profit & Loss 
Account and Balance Sheet associated with schedules, annexure available in the 
published annual reports of MMTC Ltd. since Liberalization. For the purpose of the 
study, journals, conference proceedings, Government publications, different websites 
and other relevant documents have also been perused to supplement the data. 
Relevant data is also collected from Institute of Public Enterprises ([PE), Hyderabad. 
The collected information and data has been systematically arranged, synthesized, 
tabulated and analyzed. In order to arrive at conclusions, the different financial and 
statistical tools have been applied for. In some cases, calculated data are presented in 
graphs to give the reader a better understanding about the study. This study uses 
major enterprise activities and comprises sales, cost of goods sold, export, import, 
domestic trade, shareholder's equity. expenses, profit and total assets etc. 
1.9.1. Period of the Research 
The time period of twenty two years from 1991-92 to 2012-13 is taken to draw 
meaningful inferences. Data of last twenty two years are sufficient to have an idea 
about the financial performance of MMTC because Indian economy experienced 
major changes during this period. Common Size Statement Analysis and Comparative 
Statement Analysis of MMTC have been done from 1991-92 to 2011-12 by taking an 
equal gap of four years. Economic Value Added and Market Value Added have been 
analyzed from 2002-03 because the data of MMTC's share is available from 2002 
onwards. 
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1.9.2. Collection of Data 
The data was collected from the published annual reports of MMTC Ltd. since 1991-
92. Annual reports of the company were taken from its head office in New Delhi as 
well as Institute of Public Enterprise (IPE), Hyderabad. Websites of MMTC Ltd. and 
Bombay Stock Exchange (BSE) have also been used for collecting useful information. 
The information regarding the performance of the company has also been collected 
from various news papers, journals, Government reports as well as through internet. 
1.9.3. Tools Used in the Research 
The researcher has taken the financial statements and applied financial tools on 
available data i.e. common size and comparative statements analysis. Liquidity, 
profitability and solvency of MMTC analyzed through different accounting ratios 
accordingly, DuPont Model and Economic Value Added (EVA) and Market Value 
Added are also used for financial performance evaluation. In next phase, to check the 
trade performance of the company i.e. export, import and domestic trade have been 
considered and statistical tools i.e. regression analysis and correlation along with 
descriptive statistics have been applied. The event study is also employed to measure 
the impact of stock split armouncement on share performance of MMTC in stock 
market. The financial ratios of MMTC Ltd. were calculated and their graphical 
presentation was done with the help of MS-Excel. Return on capital employed 
considers the important parameter in order to check the financial performance of any 
business concern. The impact of difl'erent ratios on return on capital employed of 
MMTC Ltd. has been measured in order to evaluate the financial performance of this 
company. The statistical tests were applied for using Statistical Package for the Social 
Sciences (SPSS). 
1.9.4. Tools & Techniques of Financial Performance Evaluation: 
Accounting & Financial Tools 
c Common Size Statements Analysis 
o Comparative Statements Analysis 
o Economic Value Added (EVA) 
o Market Value Added (MVA) 
o DuPont Analysis 
o Event Study 
o Ratio Analysis 
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Statistical Tools 
o Descriptive Statistics 
o Correlation 
o Regression Analysis 
Figure — 1.1 Accounting, Financial, Statistical Tools and Techniques for 
Financial Performance Evaluation 
Accounting & 
	 Statistical 
Financial 
Common Size 
Statements 
Analysis 
Ratio Analysis 
Economic Value 
Added 
Event Study 
V 3V 'T 
Comparative 	ti 
Statements 
Analysis 
DuPont 
Analysis 
Market Value 
Added 
	
Descriptive t 	Regression 
Statistics 	' Analysis 
Correlation _J 
Source: Prepared by the Researcher with the help of Chandra P. (2011). Financial 
Management: Theory and Practice. 8'~` Edition, New Delhi. 1'ata McGraw Hill 
Education Private Limited 89-90. Gupta S.P. (2008). Management Accounting. 15:h 
Edition, Agra: Sahitya Bhawan Publication. 280-291. Shukla S.M. & Sahai S.P. 
(2012). Business Statistics. Agra: Sahitya Bhawan Publication. Gupta C.B. & Gupta 
V. (2009). An Introduction to Statistical Methods. New Delhi: Vikas Publishing House 
Pvt. Lid. 139-294, 619-640. 
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1.10. Significance of the Research 
It has already been discussed in the preceding paragraphs that MMTC is one of the 
leading international trading companies of India and it plays a significant role in 
Indian economy. So, it can be judged that large investments blocked in this company 
undertaken the study for research purpose, making it one of the reasons for present 
study. The following points will clarify the significance of the study: 
• The present study provides information regarding the financial performance of 
MMTC. If suggestions made in this study are acted upon some meaningful 
outcome of industrial and business process of MMTC are likely to emerge. 
• The financial performance evaluation will give an outcome about the workings 
and performance of this company which will be helpful for the company itself in 
order to enhance its performance and business activities. 
• A large population of the country, even from housewife to businessman have 
started to invest their money in share markets. This financial analysis will be 
helpful to them in making proper decisions while investing their money to buy the 
shares of this company. 
• The suggestions of this study may also be helpful for the Government in making 
policies regarding foreign trade of the country. 
• It is also necessary to find out some important factors which may affect internal 
decision making of the company. Hence, this research is deemed to be useful for 
this purpose. 
• An analysis has been made on various aspects like liquidity, solvency, 
profitability and assets utilization. Thus, the relevant information can be used by 
stake holders in decision making. 
1.11. Chapter Plan 
The structure of the thesis is as follows: 
Chapter one provides introductory background of the research topic, research 
methodology along with objectives, hypotheses, scope, significance and chapter plan 
of the research. In Second chapter, extensive reviews of available literature have been 
made on Public Sector Enterprises and Financial Performance Evaluation separately. 
Chapter three discusses about the Public Sector Enterprises in India especially 
engaged in the business of Minerals and Metals with special focus on MM"l'C Ltd. 
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Chapter Four serves as a concise discussion on methodology of financial performance 
evaluation and elaborates different accounting, financial, statistical tools and 
techniques used to evaluate the financial performance. Fifth chapter is the main part 
of the thesis and various accounting, Financial and statistical tools are used to evaluate 
the financial performance of the MMTC Ltd. with the help of available data. Chapter 
six is the concluding part of the study. It presents the findings of the research based on 
pre-determined hypotheses. The findings of the study help in suggesting scope and 
directions for further research. Limitations are always there in a study. This research 
also has some limitations which have been pointed out in this chapter. 
Figure — 1.2 Chapter Plan of the Research 
Chapter One 
Introductory Background 
Chapter Two 
Review of Literature 
JIL 
Chapter Three 
India's Public Sector: A Case Study of Minerals & Metals Trading Corporation 
(MMTC) of India Ltd. 
JIL 
Chapter Four 
Conceptual Framework of Financial Performance Evaluation 
JIL 
Chapter Five 
Evaluation of Financial Performance of Minerals & Metals Trading Corporation 
(MMTC) of India Ltd. 
JJ 
Chapter Six 
Findings, Conclusion and Suggestions 
Source. Researcher ('omp!lullon 
The present chapter dealt with introductory background of the research i.e. financial 
performance, its evaluation and an epigrammatic discussion about the MMTC Ltd. 
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The research design was also briefed in the same chapter which included objectives, 
hypotheses, research methodology followed by the scope and significance of the 
study. The successive chapter will highlight the Public Sector Enterprises of India 
engaged in the Minerals and Metals Trade. The detailed description of MMTC Ltd. 
along with its all important facets will also be given in the next chapter 
References 
Chandra, P. (2011). Financial management: Theory and practice (8th Ed.). New 
Delhi, India: Tata McGraw Hill Education Private Limited, 89-92. 
Charles, E. Wilson. (n.d.). Brainy quote. Retrieved from http:lIwhw.brainyquote.com/ 
quotes/quote s/c /charl e s e w 273 454. htm l 
Dcsai, V. (1999). The Indian financial system. Mumbai, India: Himalaya Publishing 
House Private Limited, 116, 136, 169. 
Funding Universe. (n.d.). Minerals and metals trading corporation of India Ltd.: 
History. Retrieved from http:/hvuw.fundingunivcrsc.com/eompany-
historieRminerals-nt etals-trading-co rporation-of-india-ltd-history/ 
Gupta, C.B., & Gupta, V. (2009). An introduction to statistical methods. New Delhi, 
India: Vikas Publishing House Private Limited. 139-294, 619-640. 
Gupta, S.K., & Sharma, R.K. (2005). Management accounting: Principles and 
practice. New Delhi, India: Kalyani Publishers. 3.1-3.14, 4.4-4.24, 4.55-4.77, 
8.15-8.16. 
Gupta, S.K., & Sharma, R.K. (2005). Management accounting:: Principles and 
practice. New Delhi, India: Kalyani Publishers, 4.4-4.24, 4.55. 
Gupta, S.P. (2008). Management accounting (15" Ed.). Agra, India: Sahitya Bhawan 
Publication. 280-291. 
Hunt, Williams, & Donaldson. (1971). Basic business finance: Text and cases (4th 
Ed.). Illinois, USA: Richard D. Irwin Inc, 279. 
Khurana, S. (2010). MMTC. Business Excellence. Retrieved from http://www.bus-
ex.com/article/nuntc 
Khurana, S. (2010). MMTC. Business Excellence. Retrieved from http://www.bus-
ex.com/article/nvntc 
Khurana, S. (2010). MMTC, Business Excellence. Retrieved from http://wv x.bus-
ex.com/article/mmtc 
f f:1 
Kulkami, P.V. (1994). Financial management: A conceptual approach. Mumbai, 
India: Himalaya Publishing house. 60, 185, 216, 264, 266, 296. 298. 
Meigs, W.B. (1978). Intermediate accounting. New York, NY: McGraw Hill. 1049-
1052. 
Metcalf, R.W., & litard, Y.L. (1976). Principles of accounting, Hinsdale, Illinois, 
l7SA: The Dryden Press, 122. 
Ministry of Commerce and Industry. (2009-10). Public sector corporations: MMTC 
Ltd. 	Government of India. Retrieved from 
http://commerce.nic.iit/publ ications/attualrepoftchapter l2-2009-10. asp 
Mittal, R.K. (2011), Management accounting and financial management. Delhi, 
India; V.K. Global Publication Private Limited, 21-22. 
MMTC Limited. (n.d.). Corporate profile. Retrieved from 
http;/Imtntc1irnited.gov.irilpagcs/dispIay/55-corporate-profi1 
Neeper, D. (2012). Financial planning and analysis. Retrieved from 
http:(/dougneeper.files.wordpress.coml2012/08/what-is-fpa-v 1-082712.pdf 
Pandey, I.M. (1995). Financial management. New Delhi, India: Vikas Publishing 
House Pvt. Ltd. 96-123. 
Pandey, I.M. (2009). Financial management (9'" Ed.). New Delhi, India: Vikas 
Publishing House Private Limited, 517-544. 
Reuters. (n.d.). MMTC: Ltd (MMTC.BO). Retrieved from 
http://in.reuters.com/fi nance/stocks/oveniew?svinbol—MMTC.BO 
Shodhganga. (n.d.). Financial performance analysis: Conceptual framework 
Shodhganga, ('3r° Ch.). Retrieved from http://shodhganga.intlibnet.ac.in/ 
bitstreaml10603/ 705/I 1/12chapter3.pdf 
Shukla, S.M., & Sahai, S.P. (2012). Business statistics. Agra, India: Sahitya Bhawan 
Publication. 
Srivastava, R.M. (1979). Financial management: Principles and problems. Meerut, 
India: Pragati Prakashan, 41-44. 
17 
Chapter — 2 
Review of Literature 
Chapter — 2 Review of literature 
2.1. Introduction 	 19 
2.2. Research Problems 	 19 
2.3. Review of Literature 	 20 
2.3.1. Review of Literature on Public Sector Enterprises 21 
2.3.2 Review of Literature on Evaluation of Financial 	27 
Performance 
2.4. Research Gap 	 45 
References 	 46 
18 
2.1. Introduction 
In first chapter, we have dealt an introductory part of the topic of the thesis with 
scope. objectives, hypotheses, research methodology etc. Every point has been 
separately discussed and the second chapter deals with review of literature in the 
ascending order to find out the research gap if any and to suggest the required 
research in the field of performance of MMTC Ltd. 
2.2. Research Problems 
The Minerals and Metals Industry is the primary sector for a country. Its importance 
becomes vital especially in present industrial era. It plays a significant role in 
economic and social development of the country. The researcher would like to 
conduct a study on the financial aspects of Minerals and Metals Trading sector with 
special reference to Minerals & Metals Trading Corporation (MMTC) of India Ltd. 
The main purpose of this study is to look into the operational activities, business 
practices and financial efficiency of this corporation through its financial statements. 
In recent times, a number of financial problems faced by the Public Sector Enterprises 
(PSEs) require analytical studies related to financial performance. The present effort 
is a Doctoral Research agenda on `Financial Performance Evaluation of Minerals & 
Metals Trading Corporation (MYM'I'C) of India since Liberalisation'. Analytical study 
of financial performance turns out to be very significant and important for the 
financial managers to analyze various financial aspects. The corporation uses various 
indicators for measuring its financial performance. It indicates the importance of 
financial health status of the corporation. 
An analysis of financial statement can highlight the strength and short comings of a 
company. This information can be used by management to improve performance and 
by others to predicate future results. Financial analysis can be used to predict strategic 
decisions like sales of a division, major marketing program or expanding a plant 
which are likely to affect future financial performance. Consequently, the analysis of 
the profitability of MMTC gels importance in the present day context. For measuring 
the financial performance, the liquidity, profitability, solvency, market performance and 
operational efficiency of NtMTC is to be considered. 
It has been observed that the import of Minerals and Metals by MMTC exceeds to its 
export which means that the Balance of Payment is going to be negative on a 
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continuous basis. Moreover, MMTC is engaged in domestic trade on a very small 
scale. Since, it is an international company, its performance should be good enough so 
that it could contribute in economic development of the country. The purpose behind 
this study is to analyze the performance of MMTC in order to evaluate how much it is 
contributing in accelerating the efficiency of the economy. For this purpose, financial 
analysis is being done which helps in revealing each and every aspect of the 
company's performance. Some of the major areas related to financial performance 
which need to be studied are as under: 
• MMTC plays a crucial role in export and import of Gold. Gems, Jewellary and 
Precious Stone etc. which is an important component of India's trade and it is 
playing a vital role in canalized trade, therefore, its evaluation becomes important. 
• The profitability of the company declined steeply since liberalization which needs 
to be addressed so that further deterioration should be prevented. 
• MMTC experienced an erosion of equity value since last few years, therefore 
there is a need to examine, if disinvestment should be preferred for the company. 
• Contribution of the company in domestic trade is not significant, the growth 
potential of domestic trade also needs to he analyzed. 
• There is a continuous surge in the import of MMTC, whereas the export of the 
company is almost stagnant considering India's alarming trade deficit, this trade 
gap should also be arrested, 
• Despite unsound financial results, the share of MMTC is higher than the price 
supported by the fundamental factors which is also a cause to be examined. 
• Despite large sales volume and satisfactory liquidity position, profit margin of the 
company and solvency remained a concerned area to he addressed for survival of 
the company in long run. 
2.3. Review of Literature 
There are a number of studies that have been conducted in the field of Public Sector 
Enterprises and Financial Performance Evaluation at national as well as international 
level. It is an emerging issue in current global scenario where Public Sector 
Enterprises and their performance play significant role in economic development. 
Public Sector Enterprises which are engaged in trade of Minerals, Metals, Coal, Agro 
Products, Iron Ore and other allied products have been playing significant role in 
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accelerating the economy and ultimately contributing to the overall development of 
the nation. But there are various issues and challenges in their trade practices and 
other related operational activities. Some of the researchers have assessed the working 
and performance of Public Sector Enterprises. Financial performance of an enterprise 
gives the overall view regarding its business operations, earning capacity and its 
contribution for the development of the nation. There are various researches those 
have been carried out on different aspects of Public Sector Enterprises and Financial 
Performance Evaluation. Available literature is being reviewed below in two parts 
separately viz. Public Sector Enterprises and Financial Performance Evolualiou, 
2.3.1. Review of Literature on Public Sector Enterprises 
Ramanandham, V.V. (1997) focused on the basic purpose of performance contract 
of Public Enterprises. The author highlighted the point that the performance contract 
must spring from a consideration of its basic purpose or else it operated on loose 
foundations. The autonomy with which the managers operate in the circumstances of 
their markets makes the full success of a performance contract. The performance 
contract helped the Parliament and the public in visualizing the rationale of Public 
Enterprises, their operating efficiency and the Government's role in their 
management. Thus, it helps in drawing up detailed provisions of the contract, 
especially relating to the responsibilities of the Government under the contract. 
Andrei, S. et al. (1997) conducted a study on Corporate Governance entitled 'A 
survey of Corporate Governance'. The study stated that Corporate Governance deals 
with the ways in which suppliers of finance to corporations assure themselves of 
getting a return on their investment. How did the suppliers of finance get managers to 
return some of the profits to them. They were sure that managers did not steal the 
capital and supply or invest it in bad projects. 
Chuman, B.S. (1999) addressed the important key elements of three phases of reform 
in the Public Sector Enterprises (PSEs) of India. The author identified workings of 
PSEs in these three phases. The study revealed that the PSEs were then focusing on 
privatization and the Government was supporting the public enterprises in moving 
forward. 
Geeta, P. (2000) stated in her thesis entitled Memorandum of Understanding (Moll) 
in Public Sector Enterprises in India: A Study of Select Central Public Sector 
Undertakings' that Public Enterprises in India were the result of planned economic 
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development. The study examined the mechanism of performance contracting in 
Indian Public Enterprises. It highlighted the process of performance contracting in 
vogue in India, including target setting, evaluation etc. as compared to practices in 
other countries. The core problems and issues faced by Public Sector Enterprises have 
been discussed in the study including problems of Public Enterprises entry into non-
core sectors, uncertain tenure of the chief executives, varying interests of the chiefs, 
political interventions, lack of operational autonomy and accountability, cyclic 
performance of enterprises, lack of flexibility and adaptability to technological 
change, innovation, changing role of the State and the trend towards privatization. 
The policy makers of independent India wanted to provide equal employment 
opportunities through the establishment of public enterprises and thus the State took 
up the issue of social justice and public good. The public enterprises are unable to 
make return on the investments made on them and at this point the Government of 
India has envisaged various measures to improve the profitability of these enterprises. 
As regards further improvement in the MoU System, certain suggestions have been 
made in the study on broader issues like applicability of performance contracting, 
commercial viability, financial stability, information system, stable and competent 
management team, Government commitment, role of the government, long term -
planning, third party judge and transparency. 
Arun, T.G. & Nixson, F.I. (2000) in their study discussed disinvestment of Public 
Sector Enterprises (PSE's) in India since 1991. The study argued that the main 
objective of disinvestment had been reducing the public sector borrowing 
requirement, at the cost of the restructuring and rationalization of Public Sector 
Enterprises (PSEs). In 1996. two major policy decisions were taken by the 
Government of India. The first was a new categorization of PSEs for the purpose of 
disinvestment and the second was the formation of the Disinvestment Commission. 
The three categories were; strategic PSEs (defense, space and atomic energy) where 
no disinvestment would take place; core PSEs (power, telecommunications, steel, 
minerals, metals, coal, lignite and petroleum) where the Government would sell up to 
49 per cent of its equity in stages but would not surrender its controlling interests; and 
non-core and nonstrategic PSEs, which consisted of 197 enterprises in which the 
Government would disinvcst up to 74 per cent of its equity. The process of 
disinvestment has been a complex one and has not been free of criticism. Alleged 
under-pricing of shares sold, lack of transparency, limited public support for 
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disinvestment and the absence of a common set of objectives were some of the issues 
of criticism. 
Mishra, R.K. et al. (2002) explained the Role of Memorandum of Understanding 
(MoU) in Public Enterprise Management. MoU has emerged as a potent mechanism 
to facilitate a smooth government public enterprise interface. This book clarifies the 
objectives of MoU to increase performance, autonomy and accountability of public 
enterprises. It explores the foundations, theories and methodologies of MoU, its 
implementation and institutionalization in the public enterprises system in India. 
Further, it outlines the government policy on MoU and the views of researcher and 
public enterprise executives on its various aspects and identifies the issues and 
problems experienced at the managerial level. 
Mehta, P.S. (2002) discusses about the Mining Sector of India and its effects on 
environment and foreign direct inflows. The mining sector of India contributes 
approximately four per cent to Gross Domestic Product (GDP) and it is one of the 
largest employers in India, employing more than one million workers which are also 
approximately four per cent of the Indian workforce. India produces eighty nine 
minerals, out of which four are mineral fuels, eleven metallic, fifty two non-metallic 
and twenty two minor minerals. The author reveals in the study that several accidents 
have taken place in underground and surface mines like coal and stone mines in last 
few years, which have killed scores of mineworkers. Since 1973, seven mining 
disasters have taken place. The National Mineral Policy 1994 permitted private 
domestic and foreign investors to explore and exploit iron ore, copper, manganese, 
lead, chrome ore, zinc, sulphur, molybdenum, gold tungsten ore, diamond and the 
platinum group of metals. The study concluded that it is very difficult to measure the 
performance of foreign investors in India with respect to the environment. Study has 
further showed that the success of urging Transnational Corporations (TNCs) to adopt 
better environmental practices depended more on community groups and grass root 
NGOs, than on government action. 
Datar, M.K. (2004) stated that corporate governance must be industry specific in 
order to deal with the peculiarities of financial institutions. The author argued that 
corporate governance mechanisms would be country specific as they would depend 
on the development of financial systems and funding requirements of the industrial 
sector. The relative neglect of the explicit discussion of corporate governance issues 
in financial institutions could partly be due to regulation and supervision of these 
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entities. External mechanisms are a poor substitute for internal mechanisms. Human 
resource policies pursued by banks could potentially be an important mechanism for 
maintaining good corporate governance standards. It would be desirable to introduce a 
performance linked compensation system in all financial institutions. 
Nagraj, R. (2006) focused on the public sector performance since 1950. in the study, 
the author paid attention on three major factors that are responsible for the 
improvement and productive growth in public sector. The study suggested that the 
preoccupation of current policy of public enterprises and control achieved greater 
efficiency. Some of the selected aspects of public sector enterprises starting from the 
period of 1950 were examined by using national account statistics. 
Jermanis, 1). (2006) discussed the different tools and techniques for evaluating 
financial performance of the company Lasko. Ratio analysis, Capital Asset Pricing 
Model (CAPM), DuPont Model, Market Value Added (MVA) and Economic Value 
Added (EVA) were used to evaluate the financial performance. 
Jalan, K. (2006) made an attempt to analyze the overall performance of Indian 
Mining Industry through Strength, Weakness, Opportunities and Threats (SWOT) 
analysis. India has secured third position in the production of coal, lignite and barites, 
fourth in iron ore, sixth in bauxite and manganese ore, tenth in aluminum and eleventh 
in crude steel in the world and over 1.1 million people are employed in Indian mining 
industry. With over 2326 private and 292 public operating mines in the country, 
minerals form 16 per cent of India's export. The internal and external analysis has 
been done with the help of SWOT analysis. 
6hunia, A. (2007) assessed the liquidity position of Public Sector Enterprises 
engaged in the business of iron and steel. In order to accomplish the objectives of the 
study, several problems, issues and assessment were examined critically. The study 
revealed that the efficiency of working capital depended on the short-term liquidity 
position. The overall findings emphasized more on the estimation of adequate level of 
working capital and short-term liquidity position and its overall effect on public sector 
iron and steel enterprises in India. 
Pradhan, J.P. (2007) highlighted the workings of Tata Steel in the business of 
minerals in Odisha (India). The study revealed that unfortunately, bureaucrats and 
politicians did not allow the development of vital infrastructure of Odisha like port 
and railway facilities for their narrow economic gain. Odisha continued to suffer from 
high social costs of mining like environmental degradation, waste land, air and water 
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pollution, damage to agriculture, etc., due to increased mining activities by Tata Steel 
and other corporate entities in the post Independence period but did not get any 
benefit in terms of local value addition. Odisha itself now possesses two port facilities 
at Paradeep and Dhamara. It is in the interest of state that export and import of 
mineral resources should not he allowed to go through Haldia and Vishakhapatnam 
port. 
Firoz, A.S. (2008) examined the source and utilization of iron ore in India. The study 
revealed that export is necessary to maintain a structural balance in the market 
between production and consumption of limps and fines as nearly 80 per cent of 
exported ores are fines which are not adequately used in India. The study revealed 
that the size of mineral resources is a dynamic concept and depends on exploratory 
efforts, which have not been enough in India due to lack of investments. 
Singla, A.R. (2008) assessed the impact of Enterprises Resource Planning (ERP) 
system on small and mid-sized Public Sector Enterprises. In this study, two Public 
Sector Companies viz. Punjab Communication Ltd. (PUNCOM) and PTL were 
selected to measure impact of Enterprises Resource Planning using both primary as 
well as secondary data The overall findings indicated that ERP adopters were 
showing higher performances across a wide variety of measures than non-adopters. 
The study suggested that overall Enterprises Resource Planning (ERP) systems yield 
substantial benefits to the firms that adopt them. 
Shit, N.C. (2009) used Economic Value Added (EVA) and Market Value Added 
(MVA) as performance measure techniques that give importance to value creation by 
the management for the owners. Profit maximization as a concept is age-old, wealth 
maximization is matured and value maximization is today's wisdom. The author 
applied EVA as well as MVA in order to evaluate the financial performance. EVA is 
a performance measurement tool which elaborates the wealth generation by the 
company while MVA shows the value addition in market price of company's share. 
Capital employed, cost of capital and net operating profit alter tax is considered for 
the calculation of EVA. 
Verma, A. (2009) discussed about the disinvestment process in India and stated its 
main objectives including meeting the budgetary needs, improve overall economic 
efficiency and reduce fiscal deficit, diversify the ownership of PSI] for enhancing 
efficiency of individual enterprise, raise funds for technological up gradation, 
modernization and expansion of PSUs, raise funds for golden handshake (VRS). the 
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study revealed that the disinvestment process needed to be taken up more seriously by 
the Government. The Government should try to come out with a time bound 
programme to conduct the process with transparency in all activities. The author 
stated that the disinvestment provided better utilization of resources in private sector 
and financial support to public sector enterprises. In this study, author also discussed 
the challenges of disinvestment linked with some social, political and economic 
problems. The progress of disinvestment in India took place between the periods 
starting from 1991 to 2008. The study suggested that government of India must take 
some possible measures seriously for the growth of disinvestment process in India. 
NTathur, R. et al. (2010) evaluated the performance of Central Public Sector 
Enterprises in global perspective with special focus on India. The study revealed that 
the Public Sector Enterprises occupied pivotal position in Indian economy and they 
have been operated predominantly in infrastructural industries, supplying basic inputs 
to commerce and industry such as Minerals, Metals, Coal, Steel, and heavy capital 
equipment. Voluntary retirement scheme, national renewal fund and memorandum of 
understanding (MoU) in Public Sector Enterprises along-with their sickness have also 
been discussed. The study concluded with the detailed discussion on disinvestment 
policy and corporate governance in Public Sector Enterprises and post reform 
achievement. 
ASA & Associates (2012) in its report elucidated the current status of Indian Mineral 
and Mining Industry. The report presented the status of coal which showed that in 
India, 80 per cent of mining is in coal and the remaining 20 per cent is in various 
metals and other raw materials such as gold, copper, iron, lead, bauxite, zinc and 
uranium. The report revealed that as many as 20,000 minerals deposits were available 
all over the country. It presented the details of the organizations which were involved 
in surveys, explorations, regulations and conservation of minerals and metals. These 
organizations include Mineral Exploration Corporation Ltd. (MECL), The Indian 
Bureau of Mines, Hindustan Copper Limited (HCL) and National Aluminium 
Company Ltd. (NALCO). 
Muhanty, S.N. & Goyal, A. (2012) analyzed the emerging issues of sustainable 
development in context of Mining Industry of India. They examined the current 
regulatory mechanism for achieving sustainable mineral development and analyzed 
the prevalent national and international practices for achieving sustainability in 
mineral operations. The study revealed that the contribution of Minerals Sector in 
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India's GDP in 2011 was only around 2.6 per cent. Its importance arose from the fact 
that it supplied basic and strategic raw materials for the country's industrial and 
economic development. After the detailed discussion on mineral sector of India, the 
study concluded that mining, more than any other industrial activity tended to leave a 
strong negative impact on environment and society. However, a complete ban an 
mineral extraction was not possible as modem society and civilization were heavily 
dependent on minerals and mineral production. The efforts should be made to 
minimize the negative consequences of mining through the application of the concept 
and principles of sustainable development. 
Gupta, P.K. (2012) studied the growth and development of Public Sector Enterprises 
in India. Financial management has also been reviewed in the study. Public sector 
enterprises have been categorized in three sections. The study revealed the special 
features such as role of financial advisor, capital budgeting decisions, capital structure 
decisions, working capital management, annual reports and price policy etc. The 
author has evaluated the role of a financial advisor in a public sector undertaking. 
Ghouse, S.M. et al. (n.d.) in their study presented the historical growth and overview 
of Central Public Sector Enterprises in India. They reviewed the position and 
performance of public sector enterprises in India either central or state level. The 
study revealed the investment patterns, share in production, profit and loss, 
contribution to GDP. board structure, employee's welfare and international activities 
of Central Public Sector Enterprises inIndia. 
2.3.2. Review of Literature on Evaluation of Financial Performance 
MacKinlev, A.C. (1997) in his paper highlighted the significance of event study in 
economics and finance. He stated that event study measured the impact of a specific 
event on value of a firm using financial market data. The usefulness of such a study 
comes from the fact that, given rationality in the marketplace, the effects of an event 
will be reflected immediately in security prices. The study described the procedure of 
event study from defining the event date to conducting significant test. In this study, 
constant mean return model, market model, statistical and economic model have been 
discussed which are used to calculate the return along-with measure and analyze 
abnormal return. Time line of event study has also been given in this study. 
Ahuja & Majumdar (1998) discussed in their paper entitled 'An Assessment of the 
Performance of Indian State Owned Enterprises', the determinants of performance of 
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68 Indian State owned enterprises in the manufacturing sector over a period of five 
years from 1987 to 1991. Relative performance was determined using Data 
Envelopment Analysis (DEA), with variations in performance patterns subsequently 
explained using statistical tools to validate the hypothesis. The study concluded that 
there existed significant variation in the efficiency of the firms. They also found that 
fine-specific characteristics; age, size and market status, generic environmental 
factors; increasing competitive intensity, as well as institutional characteristics all 
affected the performance of state-owned enterprise. 
Kantawala (2001) examined the relative financial performance of different groups of 
NBFCs from 1985-86 to 1994-95 in terms of profitability, leverage and liquidity. An 
attempt has been made to rind out the groups for which majority of the ratios were 
same. For the purpose of analysis, profitability ratios like gross profit to total income, 
PBT to total income. PAT to net worth, PAT to total assets, dividend to PAT, Debt 
Equity, and Loan to current assets, liquidity ratio like current ratio were computed. 
The study examined whether these ratios differed significantly between different 
categories of NBFCs One way Analysis of Variance (ANOVA) was employed to test 
the hypothesis. The study concluded that there was a significant difference exists in 
profitability, leverage and liquidity ratios of various categories ofNBFCs. 
Metriek, A. (2002) explained in working paper entitled, `Performance Evaluation in 
Financial Economics', the key steps in performance evaluation, a methodology central 
to the investigation of many questions in financial economics. The study on 
performance evaluation used the classic Capital Asset Pricing Model (CAPM) as its 
benchmark and analyzed mutual funds for the next 25 years, most of the Public 
Enterprise studies followed the same strategy. In this study, the author illustrated 
some of these diverse applications with recent examples from his own work and with 
investment newsletters, insider trading and corporate governance. The author then 
discussed a new approach to performance evaluation that allowed fresh insights into 
the mutual fund topic. The study revealed that despite recent improvements in 
performance evaluation methodology, it is still very difficult to detect abnormal 
performance in most applications. Thus, standard statistical test like regression 
analysis often may fail to reject a null hypothesis of no abnormal performance, even 
when the true abnormal performance is economically large. Innovations in 
performance evaluation methodology and applications to new problems are 
continuing at a rapid rate. 
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John, R. et al. (2003) analyzed the financial performance of horticulture industry of 
Florida using various parameters such as production, sales, operating expenses and 
net returns. [he study revealed that the nursery and greenhouse industry continued to 
become an increasingly larger and more valuable component of agriculture 
nationwide. 
Singh, P.K. (2003) made an attempt to evaluate the financial performance of IDBI 
Bank Ltd. in his paper entitled 'Financial Appraisal of IDBI Bank Ltd.' for a period of 
five years from 1997 to 2001. The author evaluated the liquidity, soundness position 
and capital adequacy as well as effectiveness of various financial indicators which 
reflected the performance of Industrial Development Bank of India (IDBI). Statistical 
tools like t-test and correlation were applied to test the hypothesis. To judge the 
performance of the IDBI bank capital adequacy ratio, non performing assets (NPA) 
and credit deposit ratio were used. The study concluded that IDBI bank was a 
progressive, technology driven, professionally managed entity well geared to meet 
competition from existing as well as new banks effectively. After the analysis, it was 
found that the financial position of the bank was quite satisfactory. 
Bagchi, S.K. (2004) analyzed in his paper entitled `Accounting Ratios for Risk 
Evaluation', the practical implication of accounting ratios in risk evaluation. The 
study concluded that accounting ratios were dominant factors in the matter of credit 
risk evaluation. 
Nathwani, N. (2004) studied the financial performance of all the commercial banks in 
India from the 1997-98 to 2001-02. The study was conducted with the main purpose 
to understand and find out different types of efficiency level of all the commercial 
banks. The profitability tells about banks financial strength with the same and other 
banking groups in the industry. The operational efficiency reveals the performance of 
banks regarding operational aspects. The productivity parameter indicates the labour 
productivity of the employees of a bank. The credit efficiency parameters show how 
the given credits are efficient and their effect on solvency of the bank. All the 
scheduled commercial banks in India have been selected by the researcher. The study 
based on census of nationalized, private and foreign banks in India. It covered the 
evaluation of financial performance regarding profitability, credit efficiency, 
operational efficiency and productivity of banks. The study was limited only to 
financial performance covering ten ratios and the toot for appraisal of financial 
performance is ratio analysis. The collected information were suitably classified, 
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tabulated and then analyzed with the help of ratios, trends, correlation, regression, T 
test, F test, Z test, ANOVA and chi-square test. The operational efficiency in all the 
banking groups was significantly differing in this analysis. In 1998-99, the ratio 
indicated weak performance of State Bank of Patiala, SBI main and State Bank of 
Travancore. It indicated that the ability of leverage on its average total resources 
against operational income was low. 
Sur, D. (2004) describes in his research paper entitled, `Application of selected 
financial and social measures in performance evaluation: A case study' some relevant 
quantitative and qualitative parameters have been taken into consideration to measure 
the financial and social performance of Hindustan Lever Limited (HLL). The study 
also revealed that most of firms and industry tested only financial performance to 
know the status of the enterprise, but it never should be the sole criteria to judge its 
status. It was very essential to analyze performance by considering financial, physical 
and social performance measures. Physical performance should be evaluated in terms 
of sales revenue from domestic and foreign market, foreign exchange earnings, 
contribution to exchequer, whereas financial performance, in terms of ratios like net 
profit ratio, debt equity ratio, return on capital employed, earnings per share, dividend 
per share and economic value added to fulfill both economic and social objectives of 
the organization. In this study, an attempt has been made to conduct case study of 
Hindustan Lever Limited, a leading Multi National Corporation (MNC), a giant in 
Indian industry regarding its financial as well as social performance during the period 
from 1990 to 1999. 
Tyagi, et al. (2005) examined the financial performance of Ilindustan Lever Ltd. 
(HLL) with the main objective to analyze the Environment in which HLL operated. 
Environment Industry and Company (EIC) analysis was done thoroughly to 
understand the external factors influencing the company. A number of ratios were 
calculated and analyzed in length to appreciate their impact on company's 
performance. DuPont analysis was used to check the credibility of company as per 
shareholders, financial analysts and other mutual funds. The financial statements of 
last three years were identified, studied and interpreted in the light of company's 
performance. Critical decisions of distributing dividends, issue of bonus debentures 
and other relevant information were analyzed and their impact on the bottom line of 
the company was assessed. Accounting policy of the company was also studied with 
respect to valuation of Fixed Assets, Inventory, Investments and Employees related 
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liabilities. The study concluded that the company had managed its cash position very 
efficiently and utilized cash generated future returns as well as rewards for the 
shareholders. 
%Ven-Cheng Lin, et al. (2005) made an attempt to evaluate the efficiency of Shipping 
Industry of Taiwan with some financial indicators because sometimes non-financial 
indicators are difficult to obtain and are doubtful as well. The purpose of the research 
was to measure the operating efficiency of Shipping Industry and also to highlight the 
status of operations performance so that managers or regulators can improve their 
performance. In this study, the authors used Data Envelopment Analysis (DEA) to 
calculate the operating efficiency of fourteen shipping firms. The study revealed that 
the performance evaluation of shipping industry could be more comprehensive if 
financial ratios were considered. The results also displayed that four firms were 
relatively efficient and that there was a rather high level of overall efficiency. 
Atkotiya, K.N. (2005) in his thesis entitled, `Analysis of Financial Performance of 
Tea Industry in India' analyzed and evaluated the financial performance of the tea 
industry in India. The study covered ten reputed tea companies of India and obtained 
an insight into the financial position of the selected companies and to judge their 
financial performance and financial strength. The analysis of financial performance 
has been done with the help of different accounting ratios. Statistical techniques like 
regression and correlation were employed for the purpose of financial appraisal. To 
test the hypothesis, Kruskal Wallis one-way analysis of variance (ANOVA) test was 
also employed. 
Brown, M. et al. (2005) conducted a survey on `Performance Appraisal Systems: 
Determinants and Change' in context of Australian Workplace Industrial Relations. 
This study described the determinants of performance appraisal systems. The results 
indicate that performance appraisal is associated with workers having shorter 
expected tenure and greater influence over productivity and those circumstances in 
which the net benefits of performance appraisal are likely to be greatest. It indicates 
the complementary human resource management practices, such as formal training 
and incentive pay associated with an increased likelihood of performance appraisal. 
Sengupta, J.K. et al. (2005) revealed in their book entitled, 'Techniques of 
Evaluation of Productivity of Firms in a growing economy' that the productivity and 
efficiency are more concerned areas for the growth of firms in any industry. The 
industry growth depends on the market and innovations. The study highlights the 
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various techniques for evaluating film's performance and its impact on the industry 
evolution. Economic analysis has been integrated with the techniques of management 
science and operations research i.e. Data Envelopment Analysis (DEA). It is a useful 
technique to the managers and economic policy makers in designing optimal 
strategies and policies for improving productivity and performance. The central focus 
on the applications side is to discuss the structure of efficiency gains or losses, the 
static and dynamic changes in performance and an economic evaluation of policy 
measures. The industries selected include modem industries like computer, 
pharmaceuticals, banking and life insurance, The banking and life insurance sectors in 
India have been studied in some detail in order to evaluate recent policy measures 
adopted by the Government by way of economic reforms. 
The analytical models developed in this volume discuss in detail the financial, 
physical and social performance evaluation. Financial Performance evaluation 
includes the various accounting ratios, Physical performance indicators includes sales 
revenue, export earnings, foreign investments, return to exchequer and employment 
generation etc, whereas, social performance evaluation includes donations for welfare 
activities and some other social philanthropic activities, which do not bear any price. 
Akinla, et al. (2005) examined in their paper entitle `Privatization and efficiency: 
Evaluation of corporate financial performance' the role of privatization and efficiency 
in the financial performance of a company. Corporate financial performance is 
evaluated to achieve the objective of the study under certain data performance 
indicators. The major findings of the study indicated that privatization programme has 
a mixed impact on the company. 
Angelo, S.D. et al. (2006) examined a motivational framework on performance 
management and improving individual performance. This research has resulted in 
very few specific rccommendaiioas about designing and implementing appraisal and 
performance management systems whose goal is performance improvement. They 
believed that a reason for this was that appraisal research became too indulged in 
measurement issues to take care the performance improvements, although some 
recent trends in the area have begun moving the field in the right direction. The study 
reviews these trends and genesis and proposes a motivational framework as a means 
of integrating what have learned and generating proposals for future research that 
focus on employees performance improvement. 
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Bhatt, R. etal. (2006) discussed in his paper entitled, `Governance of private sector 
corporate hospitals and their financial performance: Preliminary observations based 
on listed and unlisted hospitals in India', the appraisal of financial performance of 
corporate hospitals in India. The author hypothesized that corporate governance issues 
ensured better utilization of resources to [nett expectation of various stakeholders. 
The author studied the differences in listed and unlisted hospitals. The results show 
that operating cost ratio of listed hospitals is significantly different and lower from the 
unlisted hospitals. It also finds that borrowings of unlisted hospitals are much higher 
than listed hospitals because they have no access to capital markets to raise money. 
Joshi, H. (2006) discussed in his paper the effect of disinvestment on the performance 
of Public Sector Enterprises in general and Bharat Heavy Electrical Limited (BHEL) 
in particular. This study analyzed the impact of change in ownership on financial 
performance of Public Sector Enterprises. the author has taken five years data each 
from pre disinvestment period and post disinvestment for comparison. The results 
show that disinvestment improves the profitability and liquidity position of BHEL but 
it has affected the dividend payout negatively. 
Saleh, A.S. et al. (2006) examined the performance of Islamic Banking in the Middle 
East with special focus on Jordan because it has been playing an important role in 
financing and contributing to different economies and social sector in Jordan in 
compliance with the principles of Shoriah rules in Islamic banking practices. Authors 
used the performance evaluation methodology by conducting the profit maximization, 
capital structure and liquidity tests. The study revealed that the efficiency and ability 
of the banks has increased and the banks expanded their investment activities. 
Another finding of the study suggested that these batiks have focused on the short 
term investment which perhaps, seems to be the case in most Islamic Banking 
practices. The study also found that Islamic banks have a high growth in the credit 
facilities and in profitability. 
Btiatt, R. et al. (2006) evaluated the financial performance of private hospitals on the 
basis of financial statement data for five years from 1999 to 2004 using twenty five 
key financial ratios and found six key financial dimensions which covers fixed assets 
age, current assets efficiency, operating efficiency, financial structure, surplus 
appropriation and financial profitability cost ratio. The findings of the research 
suggested that hospitals showed marginal improvement in financial performance over 
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the years. The financial risks in this sector were high because of lower profitability 
and lower operating efficiencies. 
Mathur, (2007) in his study entitled, `Indian information technology (IT) industry: A 
performance analysis and a model for possible adoption', described the major 
parameters of the Information Technology (IT) Industry in India presently and in the 
immediate past. Data Envelop Analysis (DEA) was applied to benchmark the 
performance of the 92 Indian Software Companies for 2005-06. The impact of various 
determinants of technical efficiency of the Indian Software companies was worked 
out using regression. The impact of the explanatory factors on net export of 92 
software firms in 2005-06 was also worked out using simple regression. The study 
using the position of the Indian Information Technology (IT) Industry and the Indian 
Information and Communication Technology (ICT) Industry in the global context 
analyzed the strengths and weaknesses of ICT Infrastructure across some countries. 
The study described why and how the Indian IT industry could act as a catalyst of 
growth and development. It was found that the size of the software company, number 
of employees and total costs mattered for net export. 
Vanitha, S. et al. (2007) examined the financial performance of Indian manufacturing 
companies during pre and post merger. In India, there were about fifty eight 
manufacturing companies which underwent mergers and acquisitions during 2000, 
2001 and 2002. Thirty per cent from the total population was taken as sample size i.e. 
17 companies out of 58, in order to evaluate the financial performance. The author 
used ratio analysis, mean, standard deviation and `t' test as tools of analysis and found 
that in India merging companies were taken over by companies with reputed and good 
management. 
Urvashi, J. (2007) analyzed the financial performance of Indian refinery industry 
with special focus on seven refinery companies. The most leading seven refineries 
were taken as sample units from 1998 to 2003. In order to evaluate the financial 
performance, liquidity position, working capacity efficiency level, the inventory 
efficiency, debt position, profitability etc were taken into consideration. Accounting 
ratios and Z score were used for the evaluation purpose. Further, correlation among 
the financial variables and other important factors that affects the financial 
performance of the unit was employed to find out the meaningful outcomes. 
Kannadhasan, M. et al. (2007) discussed in his paper entitle `Risk Evaluation of 
Financial Performance in Manufacturing Industry: A Case Study from Banker's 
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Perspective' about the short term and long term solvency and financial health and 
viability of the company with special reference to debt capacity. The ratios revealed 
that the company's ability in managing the current assets was found inadequate which 
required generation of more sales. The study concluded that the company's overall 
risk evaluation process was not at desired level and recommended for the 
improvement in operational and managerial efficiency of the company as to maintain 
and increase further the effective utilization and control of all the assets. 
Rogers, M. (2008) studied the corporate governance and evaluated the financial 
performance of selected commercial banks in Uganda. The main focus of the study 
was to establish relationship between the core principles of corporate governance and 
financial performance in commercial banks of Uganda. Findings indicate that 
corporate governance predicts 34.5 per cent of the variance in the general financial 
performance of commercial banks in the country. Some useful measures of financial 
performance are coined into what is referred to as CAMEL. The acronym 'CAMEL' 
refers to the five components of a bank's condition that are assessed: Capital 
Adequacy, Asset Quality, Management, Earnings and Liquidity. The data was 
analyzed using Pearson's correlation as statistical techniques were used with the help 
of SPSS to test and establish whether there exist a relationship among transparency, 
disclosure, trust and financial performance while multiple regression analysis was 
used to test the potential predictors of the dependent variable. 
Chandarana (2008) evaluated the performance of Life Insurance Corporation of 
India for the period of ten years. The researcher analyzed the overall business 
performance of LIC in terms of new business as well as business in force in India and 
outside. The author used accounting ratios, trend analysis, regression analysis and chi 
square test for evaluation of performance. Other aspects of performance such as rural 
business and claim settlement were discussed. The productivity of the branches and 
active agents were covered. In order to evaluate the performance of LIC, three major 
aspects namely financial performance, business performance in India and outside 
India and productivity of LIC were analyzed in terms of branches and active agents. 
Rago, M. (2008) attempted to highlight the role and relevance of Economic Value 
Added (EVA) as a performance measurement tool. The study revealed that several 
large and well known companies had begun to use EVA in recent years as an internal 
measure of performance. The author discussed the theoretical background of 
economic value added in entire study and presented the formula for calculating 
W, 
economic value added; EVA = NOPAT — Cost of Capital * Capital or EVA 
Operating Profit — Capital Charge. 
Nourayi Mahmoud M. et al. (2009) examined in their paper entitled, `Non Financial 
Measures, Aggregation and Performance Evaluation', the operational use and the 
predictive power of aggregated data related to performance. The study indicated that 
the aggregation of statistics measuring identical attributes of performance enhanced 
the decision usefulness of measures. The study concluded that aggregating game 
performance data that were complementary in nature had no substantive effect on the 
measurement results. It is conceivable that constructing aggregated measures may 
require subjective weightage of various components to increase the decision 
usefulness and predictive ability of the aggregate. 
Kumar, S. et al. (2009) assessed the market reaction to dividend announcement using 
event study technique. The event study methodology is considered to investigate the 
impact of an event on a specific dependent variable. A generally used dependent 
variable in event studies is the stock price of the company. The event study 
methodology seeks to determine whether there is an abnormal stock price effect 
associated with an event. This tool is widely followed in capital market arena to 
assess the effect of an event on stock prices. Hence an event study is a statistical 
method to measures the impact of a specific event on the value of a firm. They 
presented the methodology of event study starting from collecting sample firms, 
determined precise day of announcement, defined the period to be studied, 
computation of daily return, and calculated abnormal return which was followed by 
the examination and discussion of the results. 
Cincera, M. et al. (2009) analyzed the performance of top Research and 
Development investing Companies in the stock market and gave some concluding 
evidence of a positive relationship between top research and development investing 
companies and their performance in the stock markets as measured by the evaluation 
of their market capitalization. The analysis of the performance was based on a 
representative portfolio of 304 European Union (EU) top Research and Development 
investing companies over a four year time period (2003-06). The empirical findings 
from the econometric analysis of the research suggested linear relationship between 
firms' market capitalization performance and R&D intensities. 
Osman, Z. (2009) in his study, evaluated the financial performance of privatized 
enterprises in Sudan. The impact of privatization an the financial performance of 
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privatized enterprises in Sudan from 1990 to 2002 was investigated. A sample of 16 
enterprises was selected from the pool of 54 privatized enterprises, covering all major 
sectors of the economy. For each enterprise, nine financial performance indicators 
were taken to calculate average of three years before, and three years after 
privatization. The nine indicators are grouped into five standard broad categories: 
profitability; operating efficiency, dividend payout; leverage indicator; capital 
investment spending was tested by employing simple t-test. The results showed 
statistically insignificant improvement in the financial performance of the privatized 
enterprises following privatization, except for turnover of sales per employee. It 
revealed that the privatization program of the early 1990s in Sudan did not lead to the 
expected improvement in the efficiency of these enterprises as judged by their 
financial performance. 
Gabriela & Jeanina (2009) stated that the main task of the financial appraisal of 
innovation projects is to refine the information that implies the project's viability. The 
financial appraisal of innovation projects is a resource investment to reduce the 
uncertainly degree of the information referring to the project's feasibility. The 
financial appraisal of the innovation projects is a very useful tool for the manager's 
decisions referring to selecting and continuing a project. But only the efficiency 
indicators used by the financial appraisal are not sufficient to take a rational decision. 
This is due to the reason that many of these projects are influenced not only by 
quantities factors but also by qualitative factors. It is necessary to include both 
quantitative and qualitative criteria and also the risk analysis in the appraisal 
procedures. "Ihcy also stated that the financial appraisal of an innovation project not 
only implies a series of specific issues determined by the activities of an innovation 
project but also have some similarities with the financial appraisal of investment 
projects. 
Wenyi Li (2009) evaluated the financial performance of China's listed Steel 
Companies from shareholder's perspective. The author discussed about the rise in 
share prices of the iron and steel sector in 2006, 2007 and drop in 2008 due to the 
global financial turmoil that raised a great deal of concern among shareholders. "the 
author identified the concerns of shareholders through questionnaires and the financial 
status. The developing trend of the listed steel companies have elicited by performing 
model verification, processing and interpretation of the data from the Shanghai and 
Shenzhen stock exchanges. The results provide an insight for shareholders to make 
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investment strategies from five aspects, reveal difference in the performance of 
growth factors and profit earning factors during the 3 years, confirm the shareholders 
investment behaviors under different market environment, and present evidence of 
accelerating the restructuring and closing down backward production facilities in the 
steel industry. 
Okundamiya & Ojieabu (2010) analyzed and evaluated the performance of 
communication system in order to develop a mathematical approach for obtaining 
closed formula so as to generate functions of a systems content from which most 
important performance measures are derived. The derivation of such generating 
functions was based on Queuing theory as means of analyzing the performance of 
communication systems for .effective data transmission system of asymptotic 
approximation. A standard result in the theory of large deviation for the analysis of 
broadband networks and linearization of their boundaries was adopted due to high 
transmission rates and stringent Quality of Service guarantee of modem systems. The 
numerical results of analysis were satisfactory and confirmed the validity of derived 
performance measures. 
Goyal, K. & Khurana, A. (2010) highlighted the Performance Management System 
(PMS) of National Thermal Power Corporation (NTPC) and stated that PMS system 
had an intrinsic motivational significance that facilitated learning and brought about 
role clarity which helped people focus on performance development. The author 
observed that NTPC believed in achieving organizational excellence through human 
resource. Performance management system was evaluated using major components 
viz. performance, competencies, values and potential appraisal The study found that 
the performance management system is a tool to be utilized for identifying the 
developmental needs to appraise. With absolute clear vision and strong human 
resources strategy, performance management system evaluated human resources on 
different components of managerial responsibilities, consisting of performance, 
generic managerial competencies, the reporting evaluates performance, values and 
potential. On the basis of study and evaluation of PMS system, it was concluded that 
the company's appraisal system was strong enough to identify and address the 
developmental needs in order to overcome the competency gap in its human resource. 
Dais, S. (2010) analyzed and interpreted the financial statements of different 
companies' viz. ACC Ltd, Tata Steel, Jindal Steel & Power Limited, Hindustan Zinc 
Ltd. (HZL) and Gujarat Mineral Development Corporation (GMDC) by applying 
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financial ratios such as current ratio, debt equity ratio, net profit margin, return on 
investment etc. The results showed that the liquidity position of the ACC Ltd. was not 
good while it was satisfactory in use of Taw Steel, JSPL and HZL. 
Tong, L. (2010) in his dissertation entitled `Event study analysis of share and stock 
market index data' analyzed the event study and its methodology. The author 
described the overview of event study along-with its timeline, parameters and 
significance test. The study provided the steps of doing event study in finance. 
Basically, event study is a statistical method to assess the impact of an event on the 
share performance of a firm. For example, stock split announcement, takeover, 
dividend payment or an announcement of a merger may have influence on a 
company's share price. These events can be analyzed afterwards to see whether they 
increase or decrease the value of the firm so that better prediction can be made when 
the similar event happens next time. 
Nandi, K.C. (2010) analyzed the performance of Central Public Sector Enterprises 
(CPSEs) in India. In this study, both financial and social performance measures have 
been considered. An attempt has been made to critically appraise and explain the 
performance of the Central Public Sector Enterprises in India using different 
parameters like profitability, contribution to central exchequer, internal resource 
generation, value addition, employment generation and foreign exchange earnings. 
The study covers the period from 1999-00 to 2007-08. For analysis and interpretation 
of data, mathematical tools like percentages, averages, various conventional ratios 
have been used for measuring the financial and social performance of the CPSEs. 
Results of the study show that there has been a continuous increasing trend in case of 
profitability, internal resource generation, and contribution to central exchequer, value 
addition and foreign exchange earnings while an overall decreasing trend was found 
in case of generation of employment. , 
Ibrahitn, M. Sycd (2010) in his study focused on Regional Rural Banks (RRBs) and 
their performance in India. The author investigated whether the merger or 
amalgamation of RRBs, undertaken in 2005-06 helped in improving their 
performance. The study was diagnostic and exploratory in nature and mainly based on 
secondary data. It concluded that performance of rural banks in India has significantly 
improved after amalgamation process which has been initiated by the Government of 
India. 
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Bhanawat (2010) in his paper entitled `An Analysis of Raw Material Cost in Indian 
Manufacturing Industry' evaluated the share of raw material cost in the cost structure 
of the manufacturing industry. A sample of 58 companies engaged in manufacturing 
activities was selected which covered pharmaceutical, textile, cement, metal, oil, 
automobile, consumer goods and electrical industries. The study concluded that there 
was no significant difference among different sectors of the Indian manufacturing 
industry regarding raw material cost as percentage of gross sales. Chi square test was 
administered on different ratios to test the hypothesis. The results reveal that, on an 
average, raw material cost as a percentage of gross sales is 46.46 per cent for Indian 
manufacturing industries. 
Ishwara (2011) evaluated the financial performance of Regional Rural Banks (RRBs) 
in both pre and post transformation period starting from 1980 to 2009. The study 
focused on financial results before and after amalgamation to know the implications 
of transformation of RRBs in 2004. The study revealed that RRBs seemed to improve 
non-performing assets (NPA) management with net NPA coming down every year 
after the amalgamation. 
Nandi, K.C. (2011) examined the impact of working capital management on 
profitability of corporations with special focus on National Thermal Power 
Corporation (NTPC). Impact of working capital management on the profitability of 
NTPC during the period of ten years i.e. from 1999-2000 to 2008-09 has been 
assessed under this study by employing Pearson's coefficient of correlation and 
multiple regression analysis between some ratios relating to working capital 
management. The impact measure relating to profitability ratio (ROI) has been 
computed and applied. An attempt was made to measure the sensitivity of Return of 
Investment (ROI) for changes in the level of working capital leverage (WCL) of the 
company under study. 
IIerein, M. et al. (2011) evaluated the financial performance of most profitable 
companies in the world with the help of DuPont Model. Twenty most profitable 
companies in the world in 2009 were taken for the evaluation. By using Du Pont 
Analysis, the results indicated that the ranking was not preserved when indicators 
(ratios) such as ROA (return on assets), ROE (return on equity) or ROS (return on 
sales) were taken into consideration. Du Pont analysis takes into account three 
indicators to measure the firm's profitability: Return on Sales (ROS), Return on 
Assets (ROA) and Return on, Equity (ROE). In order to identify the relationship 
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between the net income, ROS, ROA and ROE, the correlation coefficient has been 
employed. The study revealed that the profit of the companies was not relevant to 
investors except to the extent that they relate to other indicators to identify a relation 
between effect and effort where effect was profit while effort was given either by 
sales, total assets, or the stockholder's equity. 
Raiyani (2011) identified the components of Sustainable Growth Rate (SGR) and the 
relationship between SGR and Actual Growth Rate (AGR). Important performance 
measures such as Retention Ratio Analysis, Leverage Analysis, Asset Turnover 
Analysis and Profitability Analysis, Correlation Analysis, Overall Performance 
Analysis along with a new performance measure called Sustainable Growth Rate have 
been used. The study empirically tested the strength of the relationship between SGR 
and AGR in Indian IT Companies for the period between 1999 and 2007, The data 
were analyzed with the help of statistical tools like ratios, percentages, averagess, trend 
analysis and the Karl Pearson's correlation coefficient (r), students' `t' test. The 
statistical technique of hypothesis testing further used to analyze the significance of 
differences between sustainable and actual Growth Rate. The study concluded that 
there was no significant association between SGR and AGR of WIPRO. In case of 
Infosys; the calculated value was much higher than the table value which concluded 
that the association between the two variables in the case of Infosys was significant. 
Sheela, S.C. (2011) evaluated the financial performance of Wheels India Ltd. -
Chennai using different financial tools like ratio analysis, comparative balance sheet, 
DuPont analysis and also statistical tools such as trend analysis and correlation. The 
main contribution of this study is the use of five power analysis methodology to 
retrieve ratios most commonly used in financial analysis to tackle the problems of 
sample size and distribution uncertainty. 
Srinivasan, et al, (2011) in their paper entitled 'Financial Performance of Foreign 
Direct Investment in Pharmaceutical Units in India' examined the performance of 
select Foreign Direct Investment (FDI) assisted pharmaceutical units in India for the 
period starting from 1st April 1999 to 31st March 2008, Capital Structure Ratios, 
Liquidity Ratios, Profitability Ratios, Du Pont Analysis and Return on Investment 
ratios were used in the study to evaluate the financial performance of FDI in 
pharmaceutical units in India. In this study. twenty three companies had been taken 
for the purpose of analysis. From the analysis, it has been found that most of the units 
performed well while some others show poor performance. 
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Goswami, S. et al. (2011) assessed the financial performance of Tata Steel through 
testing liquidity and profitability position. In this study, the authors measured and 
analyzed operating risk, financial risk and total risk by computing the degree of 
operating leverage, degree of financial leverage, and degree of total leverage of Tata 
Steel from 2000-01 to 2009-10. Various ratios applied for analyzing the performance 
included Current Ratio (CR), Quick Ratio (QR), Current Assets to 1bta1 Asset Ratio 
(CATAR), Current Assets to Sales Ratio (CASR), Working Capital to Turnover Ratio 
(WC'UR), Inventory Turnover Ratio (I'IR) and Debtors Turnover Ratio (DTR). The 
study concluded that the position of the company was risky during the first three years 
as compared to the rest of the period. 
Mistry (2011) endeavored to appraise the Indian automotive industry through the 
analysis of production trend thereof with the help of the arithmetic mean, the 
coefficient of variance, trend indices and Analysis of Variance (ANOVA). It was 
found that the difference between actual and trend values of production during the 
period of the study was significant in commercial vehicles segment. It was observed 
from analysis of the production indices that production performances of all segments 
of the industry were improved. It was revealed from the study that the mean value of 
the production was the highest in Two-Wheeler segment. Coefficient of variation 
suggested higher fluctuations in commercial vehicle and passenger vehicle segments 
as compared to two wheelers and three wheelers segments. 
Kablan, S. et al. (2011) examined the efficiency of the Islamic Banks across the 
world over the period 2001-2008. Islamic banks were farad to be 92 per cent efficient 
and the level of efficiency varied according to the region where they operated. Asia 
displayed the highest score with 96 per cent. The Researcher evaluated the 
performance of Islamic Batiks operating in 17 countries in Middle East, Asia and 
Africa and United Kingdom by using Stochastic Frontier Approach (SFA) over the 
period 2001-2008 to estimate cost efficiency frontier and derived scores of cost 
efficiency, while taking into account explanatory variables. After overall study they 
stated that Islamic banks had expanded significantly in past few years because of 
increasing petrodollars inflows, following the oil shocks. These banks were growing 
at a rate of 15 per cent per year since 2000. They used the method of stochastic 
frontier that allowed to integrate in the cost frontier explanatory variables of 
efficiency. The study showed that size had a negative impact on efficiency as they 
distributed Islamic financial services which might not benefit from economies of scale 
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finally market power had a positive impact on efficiency, the more clients Islamic 
banks had, the more efficient they were. 
Bhunia, (2011) evaluated the financial performance of Indian Pharmaceutical from 
1997-98 to 2008-09. The main purpose of the study was to identify the financial 
strengths and weaknesses of Indian Public Sector Pharmaceutical Enterprises by 
properly establishing relationships between the items of the Balance Sheet and Profit 
and Loss Account. the study covered two Public Sector Companies i.e. Drug & 
Pharmaceuticals Ltd. and Rajasthan Drugs and Pharmaceuticals Ltd. In order to 
analyze financial performance, liquidity, solvency, profitability and financial 
efficiency were measured through various accounting ratios. Various statistical 
measures such as Arithmetic Mean, Standard Deviation, Linear multiple regression 
analysis and t-test were employed for analyzing the financial performance of 
Pharmaceuticals Industry. The study concluded that the liquidity position was strong 
in case of both the companies thereby reflecting the ability of the companies to pay 
short-term obligations on due dates and they relied more on external funds in terms of 
long-term borrowings, thereby providing a lower degree of protection to the creditors. 
The results further indicated that the financial stability of both the selected companies 
had showed a downward trend and consequently the financial stability of selected 
pharmaceutical companies decreased at high rate. 
Venkataramana, N. & Ramakrishnaiah, K. (2012) examined the profitability and 
financial performance of selected cement companies in India with the help of 
accounting ratios such as current ratio, debtors turnover ratio, net working capital 
turnover ratio, return on equity, return on capital employed, net profit ratio and also 
the statistical tools like correlation, standard deviation, variance and skewness. 
Almazari, A.A. (2012) analyzed the financial performance of the Jordanian Arab 
Bank by using DuPont model which was based on the analysis of return on equity 
concept. The return on equity model disaggregated performance into three 
components: net profit margin, total asset turnover and the equity multiplier. 
Soni, A.K. & Kapre, A. (2012) evaluated the performance of Regional Rural Banks 
(RRBs) for the period 2006-07 to 2010-11. The authors assessed the performance of 
RRBs using key indicators such as number of banks and branches, deposits, loans, 
investment and growth rate index. The growth rate was computed to measure the 
performance of the banks. The study concluded that RRBs played a key role as an 
important vehicle of credit delivery in rural areas but commercial viability had been 
43 
questioned due to their limited business flexibility and smaller size of loans and 
advances. 
Singh, A.B. et al. (2012) analyzed the comparative financial performance of SBI and 
ICICI Bank. The study was based on ratios such as credit deposit and net profit 
margin for the period from 2007-0R to 2011-12. The study found that SBI was 
performing better and financially sounder than ICICI Bank but in the context of 
deposits and expenditure, ICICI bank had better managing efficiency than SBI. Ratio 
Analysis was applied to analyze and compare the trends in banking business and 
financial performance. Mean and Compound Growth Rate (CUR) were also deployed 
to analyze the trends in banking business profitability. 
Ray, S. (2012) discussed in his study the efficacy of Economic Value Added (EVA) 
concept in business performance measurement. He described the evolution, concept 
and role of EVA and stated that the idea of EVA is somewhat new detection but the 
concept is age old. The formula for EVA is also given in the study which is as 
follows: EVA = NOPA T - IVACC% * IC, whereas: EVA = Economic value added; 
NOPAT = Net Operating Profit after Tax, WACC% = Weighted Average Cost of 
Capital; IC = Total business Capital Invested. EVA is the difference between net 
profit after tax (NUPAT) and the required return on the Financing of own and others' 
capital. Positive EVA in a given period indicates that the management increased the 
value for owners, and negative EVA implies that there is a decrease of the value for 
owners. 
Taqi, M. (2013) examined the financial performance of Minerals and Metals Trading 
Corporation (MMTC) of India Ltd. from 2000-01 to 2010-11. In order to evaluate the 
financial performance of MMTC Ltd., liquidity, profitability and activity ratios were 
taken into consideration, Trade practices of the company such as export, import and 
domestic trade were also evaluated. One sample t-test and rank correlation was also 
used to measure the financial performance of MMTC Ltd. 
Taqi, M. (2014) analyzed the financial performance of two major trading companies 
of India comparatively. The financial performance of State Trading Corporation and 
Minerals and Metals Trading Corporation was evaluated by the application of 
accounting ratios such as current ratio, liquid ratio, gross profit ratio, net profit ratio, 
inventory turnover ratio and earnings per share. Business practices of both companies 
were also studied comparatively. Independent sample t-test and correlation matrix 
was also used in the analysis of both companies. The study concluded that the 
financial performance of MMTC Ltd was comparatively better than STC. 
2.4. Research Gap 
The Researcher reviewed a number of studies on financial performance of Public 
Sector Enterprises and Trading Sector of Minerals and Metals which showed that very 
little work had been conducted in evaluating the financial performance of Minerals 
mid Metals based Trading Companies especially in Indian Public Sector. Most of the 
studies had been done in other sectors of economy especially regarding their financial 
performance. No particular study had been made on Minerals and Metals Trading 
Sector either in public or private sector. 
A number of studies have been made,on human resource, marketing and production 
management in public enterprises and also about the causes of poor performance of 
majority of public enterprises but no study is being done on the financial performance 
of a public sector trading company of minerals and metals. Hence, in the present 
study, the Researcher has made an attempt to evaluate the financial performance of 
one of the major Public Sector Trading Companies of India engaged in export and 
import of minerals, metals, coal, agro products and other allied goods. The study 
related to the evaluation of financial performance of public sector minerals and metals 
trading company which has not been explored till now. Through this study, the 
Researcher has attempted to fill the gap of research in this specific area of study. 
This chapter being dealt upon reviews of literature related to Public Sector Enterprises 
and Financial Performance Evaluation which were the basis for planning of the thesis. 
After studying the available literature, research gap has been identified. The next 
chapter will provide an overview of Public Sector Enterprises and Minerals Trading 
Sector of India along-with some major players. A comprehensive description of 
MMTC Ltd will also be presented in the chapter. 
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In the last c ~pftF, 	extensive review of literature was made and a comprehensive 
detail about the Indian Mineral Trading Sector has also been examined. The thrust of 
literature review was the financial performance of Public Sector Enterprises and other 
private companies. In this chapter, a detailed description of historical background, 
development and present scenario of Indian Public Sector Enterprises, especially 
MMTC is being done. 
3.1. Introduction 
Public Sector Enterprises (PSEs) play a prominent role in industrialization process 
and economic development of any nation. Historically, PSEs gained significant 
importance in India's economic set up, both in pre and post independence periods. 
The two hundred years of colonial rule badly crushed Indian Industries and exhausted 
resources of the country. However, such industries were widely revived through the 
development of PSEs in the country after independence. During this period. Indian 
economy did not have strong base of Public Sector. The only enterprises that could 
have been called as Public Sector were Railways, Post and Telegraph, Port Trust 
Authority, Ordnance, Aircraft Factories and All India Radio. Few other enterprises 
like the Government Salt Factories, Quinine Factories etc. were also existed but they 
were departmentally managed and thus were not considered Public Sector in the real 
sense (Department of Public Enterprises, n.d.). 
Post independence, various socio-economic problems needed to be dealt with in a 
planned and systematic manner. Despite ample availability of abundant reserves of 
natural resources, Indian economy was not so strong to be self sufficient in every 
sphere. It was predominantly an agrarian economy with a weak industrial base, low 
savings, inadequate investments and lack of industrial facilities which made it to call 
for State intervention to use Public Sector as an instrument to steer the country's 
underlying potential towards the self reliance for the economic growth. Indian 
economy therefore, needed a big push. This push was not supposed to come from the 
private sector which was starving of funds and managerial ability and also was not 
prepared to take risks involved in large long-gestation projects (ICWA, n.d.). 
However, in post-independence period, the expansion of public sector was undertaken 
as an integral part of the Industrial Policy in 1956. The wide availability of the 
Minerals and Metals in the form of abundant rich reserves made it very conductive for 
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the growth and development of Public Sector Enterprises in Minerals and Metals 
Trading Sector of India (TERI, 2001). Minerals and Metals are non-renewable scarce 
natural resources which provide key raw material in a number of basic and important 
industries. As the abundant reserves availability of natural resources in India, business 
of Minerals and Metals has become very important. Numbers of Public Sector 
Enterprises have been set up for extraction, development and the business of 
Minerals, Metals, Aggro Products, Fertilizers, Coal, Hydrocarbon, Gold, Gems and 
Jewellery and other allied products. State Trade Corporation (STC), Minerals and 
Metals Trading Corporation (MM'IC), National Minerals Development Corporation 
(NMDC) and Minerals Exploration Corporation Limited (MECL) are some of the 
major players of this sector in India. 
3.2. Public Sector Enterprises in India: An Overview 
Public Sector Pnterprises have been playing a dominant and unique role in industrial 
growth and development of the Indian economy. In order to remove the accumulated 
problems of unemployment, disparities of rural, urban, inter-regional and inter-class 
disparities, technological backwardness and to set up a socialistic pattern of society in 
the country, the establishment of Public Sector Enterprises have been thoroughly 
conceived (Ghouse, n.d.). 
Since independence, various socio-economic problems were needed to he dealt with 
in a planned and systematic manner. The macro-economic objectives of Public Sector 
Enterprises (PSEs) have been derived from the Industrial Policy Resolutions and the 
Five Year Plans. Hence, the roachuap for Public Sector was developed as an 
instrument for self-reliant economic growth. The country adopted the planned 
economic development policies that later on, promoted the development of PSFs. The 
Industrial Policy Resolution 1948 outlined the importance of economy and its 
continuous growth in production and equitable distribution. Consequently, the 
Industrial Policy Resolution, 1949 and 1956 laid emphasis on constituting Public 
Sector Enterprises by the Government for industrial development in the core sectors. 
[he Public Sector provided much required thrust and acted in setting up a strong and 
diversified industrial base in the country. Over the years. PSEs operations have 
extended to a wide range of activities including Manufacturing, Engineering. Steel, 
Heavy Machinery, Machine Tools, Minerals, Metals, Fertilizers. Drugs, Textiles. 
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Pharmaceuticals, Petro-chemicals, extraction and refining of crude oil; services such 
as Telecommunication, Trading, Tourism and Warehousing; and a range of 
consultancy services which further accelerated economic development in India (Dun 
& Bradstreet India, n.d.). 
The importance of Public Sector Enterprises (PSEs) in Indian economy can never be 
over emphasized. As a consequence of the Government's decision to exploit more 
natural resources, earn foreign currency and to fulfill the domestic needs, the State 
Trading Corporation was established in 1956, as a wholly owned Government 
company, the purpose of which was to handle export and import of Minerals, Metals 
and allied products. National Minerals Development Corporation (NMDC), another 
mineral company that came into existence in 1958, primarily set up for the extraction, 
development and business of Minerals. Metals and Iron Ore. Further, the Government 
took another initiative by establishment of MMTC in 1963 with the interest of 
boosting agricultural and industrial development which was determined to earn 
foreign currency through export of canalized minerals and metals of which the 
country had huge deposits. Thereafter, another company, Minerals Exploration 
Limited (MECL), was established in 1973, meant for the systematic exploration of 
minerals and metals. Presently, a number of Public Sector Enterprises are engaged in 
the trade of Minerals and Metals at international as well as national level (Indian 
Chamber of Commerce and Deloitte & Touché Consulting India Pvt. Ltd, 2010). 
In the post 1991 era, with declining revenues and widening budgetary gaps, the 
Government withdrew its budgetary support and increased a pressure on them to 
generate profits. While their social and other welfare benefits were taken for granted, 
PSEs were criticized for not producing adequate profits and for entering into fields 
like Tourism and Food Supplies. This was partly the result of the global movement 
towards privatization. Somewhere down the lane, the Government lost clarity in its 
role of governance, as investor, regulator and business manager. The Government 
paid little heed to constitution of board of directors and hardly empowered them. 
There are a large number of private sector units today, where ownership rests with 
Government owned financial institutions. These companies are not hampered by 
bureaucratic control and therefore are able to perform much better. Many Central 
PSEs are already global players matching the best global firms in their field of 
operations. One of the important reasons for excellent performances of Central PSEs 
in the post liberalization period is the empowerment of the boards of such profit 
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making Central PSEs by the Government. Consequently, such PSEs have been able to 
effectively use this autonomy to enhance their performance and operate on 
commercial lines (Gupta, 2012). 
In India, Public Sector primarily constitutes corporate bodies in which 51 per cent or 
more equity is held by the government which is created under the special acts of 
legislature or registered under the Companies Act, 1956 (11FT, 2006). They account 
for over 22 per cent of country's GDP, around 6 per cent of the total employment in 
the organized sector and over 20 per cent of direct and indirect tax collections. A 
number of PSUs also serve critical functions of furthering the socio-economic 
objectives of the Govermnent and ensuring stability in prices of key products and 
commodities (GOI, n.d.). There were 24S Public Sector Enterprises (PSEs) under the 
administrative control of various Ministries and Departments of Indian Goverment 
as on 31 March 2011. Out of these, 220 were in operation and 28 were under 
construction. While there were only five CPSEs with a total investment of Rs. 29 
crore at the time of the First Five Year Plan (1951-56), there were as many as 248 
CPSEs with a total investment of Rs. 6,66,848 crore as on 31st March, 2011 (Ohouse 
et al., n.d.). 
3.2.1. Key Highlights of Public Sector Enterprises (PSEs) 
• As on Mar 31, 2012, there were 260 PSEs, out of which 225 were operating 
Central Public Sector Enterprises (CPSEs) and 35 CPSEs were yet to commence 
commercial operations. 
• The number of profit making PSEs increased from 143 CPSEs in 2004-05 to 160 
CPSEs in 2007-08 and stood at 161 PSEs in 2011-12 with a total profit of Rs. 
1,251.2 billion. 
• The share of gross value addition' in PSEs to GDP stood at 5.67 per cent in 2011-
12 against 5.44 per cent in 2010-I I. 
• The dividend declared by PSEs for 2011.12 stood at Rs. 426.3 billion, registering 
a 19.4 per cent year over year growth as compared to Rs 337 billion in 2010-I 1. 
• As on Feb 2013, out of 260 PSEs, there are 7 Maharatna PSEs, 14 Navratna PSEs, 
53 Miniratna — Category I PSEs and 16 Miniratna — Category II CPSEs. (Dun & 
Bradstreet, India. n.d.) 
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3.3. Role of Public Sector Enterprises in Indian Economy 
The Public Sector is considered as a powerful engine of economic development. At 
the time of Independence, it was expected that the Public Sector Enterprises would 
play an important role in achieving certain goals, either by direct participation in 
business or by acting as a catalyst. The purpose behind the establishment of Public 
Sector Enterprises was to promote rapid economic development through creation and 
expansion of infrastructure, generate financial resources, promote redistribution of 
income and wealth, create employment opportunities and to promote export on the 
one side and import substitution on the other. Over the years, the Public Sector 
Enterprises contributed immensely to the overall socio-economic development of the 
nation, especially Mineral Trading Sector Enterprises, which played vital role in 
optimal utilization of natural resources, export promotion and foreign exchange 
earnings, import substitution, research and development, fulfillment of domestic 
needs of various allied sectors and maximizing the rate of economic growth of the 
nation. In the post 1940s period. the new economic policies emphasized liberalization, 
privatization and globalization. As a result, the role of public sector was redefined and 
some of them were made accountable kor losses and return on investment (GOI, n.d.). 
In addition to the above, the Public Sector has played an important role in the 
achievement of constitutional goals like reducing concentration of economic power in 
private hands, increasing public control over the national economy, creating a 
socialistic pattern of society etc. The Public Sector is less concerned with making 
profits and more with social and economic welfare. Hence, they play a key role in 
nation building activities, which drives the economy in the right direction. PSEs 
provide leverage to the Government to intervene in economy directly or indirectly so 
as to achieve the desired socio-economic objectives and maximize long-term goals. 
3.4. Trading Sector of Minerals and Metals in India 
Trade is an indispensable means for sustaining the economic growth and development 
of a nation, Minerals and Metals sector have always been in the forefront of a nation's 
economy and India is no exception. The Indian subcontinent is endowed with a rich 
variety and availability of natural mineral wealth. Although, geological surveys were 
first conducted in the 1840s and at the beginning of the 1990s, only 50 per cent of 
Indias total land area had been explored for minerals. India possesses ample Coal and 
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Iron reserves, together with significant quantities of Bauxite, Gold, Ilmenite, 
Manganese Ore and Mica. But production levels of Cobalt. Copper, Graphite, Lead, 
Mercury, Nickel, Sulfur. Petroleum and Zinc fall well short of domestic needs. 
Moreover, the exploration, removal and business of mineral resources such as Iron 
Ore and Bauxite necessitate a high level of financial investment and technological 
expertise. After independence, the Government decided to leave mining of scarce 
mineral resources to the Public rather than private sector; although India's National 
Mineral Policy clearly states that it does not 'preclude the Stale from securing 
cooperation of private enterprise in the larger interest of the State or with a view to 
accelerating the pace of development' (International Directory of Company Histories, 
1991). Thus, the Indian Government made efforts to boost agricultural and industrial 
development, determined to earn valuable foreign currency through the export of 
canalized hulk Mineral Ores. As a direct result of the Government's decision to try 
and earn larger amounts of foreign currency, the State Trading Corporation (STC) of 
India Ltd. was formed in 1956, as a wholly owned Government subsidiary to manage 
export and import of selected commodities. 
However, the need for a specialized institution, which could have handled the 
complexities of mining, transporting and exporting largo amounts of Mineral Ores, 
became increasingly apparent and in 1963 the MMTC was established specifically to 
trade for Minerals and Metals and in particular, Iron Ore which it began to purchase 
from National Minerals Development Corporation (NMDC) and other public and 
private sector mining companies. Gradually the MMTC diversified into new areas 
over the years for gaining responsibility in importing nonferrous metals, fertilizers 
and fertilizer raw materials. But in 1963. the MMTC's primary responsibility was 
found to oversee iron ore export which formerly was the responsibility of the State 
Trading Corporation of India. 
India is one of the few countries in the world that possesses sufficient quantities of 
high-quality iron ore both to meet its domestic needs and to export in large amounts. 
The subcontinent export almost 60 per cent of its iron ore production every year. 
Japan is the major purchaser and other importers include China, Czechoslovakia, 
Germany, Hungary, Iran, Kenya, Romania, South Korea, the United Arab Emirates, 
and Yugoslavia (International Directory of Company Histories, 1991). 
Public Sector Undertakings (PSUs) under the Department of Commerce (DoC) serve 
as effective instruments of public policy. They serve as the trading arm of the 
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Government to augment supplies of essential commodities and to exercise a 
moderating influence on prices. Presently, numbers of Public Sector Enterprises are 
engaged in trade of different commodities, with profit centers notably in Minerals and 
Metals, Agro-products, Coal and Hydrocarbons, Fertilizers, Bullion, Engineering 
products and equipment etc. Earlier, canalized trade was the mainstay of these Public 
Sector Undertakings. Now, the export of Iron-ore, Manganese ore and Chrome ore are 
canalized through MMTC which has been a traditional exporter of iron ore to 
Japanese South Korean and Chinese Steel Mills through Long Term Agreements 
(LTAs). With trade liberalization, the scope of canalization has been reduced and the 
role of PSUs today is more reoriented towards emergence as international trading 
houses which are capable of operating in a competitive global environment (Ministry 
of Commerce & Industry, n.d.). Apart from MMTC, many other Public Sector 
Enterprises such as NMDC, MECL, and GMDC etc that have been established to 
accelerate the economic development through extraction, development, export and 
import of Minerals, Metals and other allied products besides, fulfilling domestic needs 
of the nation. Subsequently, some more players entered in the scene that undoubtedly 
were elements of boosting economical development of the nation and earn valuable 
foreign currency. 
3.5. Major Players of Minerals and Metals Trading Sector in India 
There are number of Public Sector Enterprises in India which are engaged in the 
business of Minerals, Metals, Agro Products, Iron Ore and Fertilizers, Gems and 
Jewellery and other allied products. State Trading Corporation (STC), National 
Minerals Development Corporation (NMDC), Minerals Explorations Corporation 
Limited (MECL), Minerals and Metals Trading Corporation (MMTC) and Gujarat 
Mineral Development Corporation (GMDC) are the major enterprises of this sector. 
• State Trading Corporation of India Ltd. 
• National Minerals Development Corporation 
• Mineral Exploration Corporation Limited 
• Gujarat Mineral Development Corporation 
• Minerals and Metals Trading Corporation of India Ltd. 
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Figure-3.1 Major Players of Minerals and Metals Business in India 
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3.5.1. State Trading Corporation (STC) of India Ltd 
State Trading Corporation (SIC) of India Ltd. was established in 1956 as an 
international trading company of Indian Government. It has developed vast expertise 
in handling the bulk of international trade. The company is involved in export, import 
and domestic trade in a range of products. both agricultural and non-agricultural 
commodities. STC Ltd. exports Food Grain, Castor Oil, Coffee, Cashew and Tea and 
import Bullion. Vanaspati and Edible Oils. Pulses, hydro-carbons, metals and 
minerals and fertilizers. It plays an important role in arranging import of essential 
items and developing export of a large number of items from India. It exports a large 
number of items ranging from agricultural commodities to manufactured products 
from India to all over the orld. The company has one subsidiary i.e. Spice Trading 
Corporation of India Ltd (S"I_CI. Ltd). During the early years. the company dealt with 
the East European countries. but now it used to trade with almost all the countries of 
the world (State Trading Corporation, n.d.). 
3.5.2. National Mineral Development Corporation (NMDC) Ltd 
National Mineral Development Corporation (NMDC) is a sully owned company of 
Indian Government. It was incorporated in 1958. Since inception. it is engaged in the 
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exploration of a wide range of minerals including iron ore, copper, rock phosphate, 
lime stone, dolomite, gypsum, hentonite, magnesite, diamond, tin, tungsten, graphite, 
beach sands etc. Through the mining and business activities of natural resources, it 
has made valuable and substantial contribution to national efforts in mineral sector in 
the last five decades and has been accorded the status of schedule - A Public Sector 
Company. In recognition of the growing status of the company and with its consistent 
excellent performance, the company has been categorized by the Department of 
Public Enterprises as 'Navratna' Public Sector Enterprises in 2008 (NMDC, n.d.). 
3.5.3. Mineral Exploration Corporation Limited (MECL) 
Incorporated in 1972, Mineral Exploration Corporation Limited is an autonomous 
Public Sector Company, under the administrative control of Ministry of Mines, 
Government of India for systematic exploration of minerals, to bridge the gap 
between initial identification of a prospect and its eventual exploitation. MECL has 
been entrusted with the mission of providing high quality, cost effective and time 
bound geo-scientific services for exploration and exploitation of minerals (MECL, 
n.d.). 
3.5.4, Gujarat Mineral Development Corporation (GMDC) Ltd 
Gujarat Mineral Development Corporation (GMDC) Ltd. was incorporated in 1963 to 
develop mineral resources. It was originally started with a small silica sand quarrying 
plant to crush and screen the silica required for glass manufacturing. In 1971, a plant 
was commissioned to process 500 MT of fluorspar ore and to produce calcium 
fluoride which is used for the manufacture of Hydro Fluoric acid and as flux in 
metallurgical industries. In 1988-89, it went ahead with expansion plans by deploying 
continuous mines systems of Bucket Wheel Excavators at a total cost of 100 crone to 
develop the first lignite mine with advanced technological mining method (GMDC, 
n.d.). 
3.6. Minerals & Metals Trading Corporation (MMTC) of India Ltd 
Minerals & Metals Trading Corporation (MMTC) of India Ltd is an international 
trading company of Indian Government. The primary activities of the company are to 
export Minerals and import Metals. The trade network of the company spans almost 
all over the world including a wholly owned subsidiary in Singapore. It is the largest 
foreign trading company in India and has been in existence for almost five decades. It 
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has always strived to outperform its own past records. Exploring opportunities with a 
passion and zeal to excel has placed the company at the pinnacle of glory. 
3.6.1. Evolution and Gronth 
MMTC Ltd. was incorporated in 1963 primarily to regulate the international trade of 
Minerals and Metals, with an initial capital of Rs. 3 crore. The company was 
incorporated and domiciled in India and a Mini Ratna Public Sector Undertaking 
under the administrative control of Ministry of Commerce and Industry, Government 
of India. The head office of the company is in Delhi and it has 13 regional offices at 
various places in India and a wholly owned subsidiary — MMTC-M'ITL in Singapore. 
The principal activities of the company are export of minerals and import of precious 
metals, non ferrous metals, fertilizers, agro products, coal and hydrocarbon etc. Trade 
activities of the company span various countries in Asia, Europe, Africa, Middle East, 
Latin America and North America (MMTC, n.d. ). 
In 1950s, an effort was made to boost agricultural and industrial development. The 
Indian Government decided to earn valuable foreign currency through export of 
canalized bulk mineral ores. As a direct result of the Government's decision to try and 
earn larger amounts of foreign currency, the State Trading Corporation of India Ltd. 
was founded in 1956 as a wholly owned Government subsidiary. Thus. MMTC 
gradually took over from STC. the responsibility of importing nonferrous metals, 
fertilizers, and fertilizer raw materials. During the first full year of operations in 1964-
65, the company achieved a turnover of Rs. 67.79 crores and a net profit of Rs. 
1.71crores. Over the years, the Company performed according to expectations of 
stakeholders and thus grew as one of the leading and well performing company of 
India leading to a nascent company getting molded into a trading giant with an equity 
of Rs. 100 crore, reserves exceeding Ks. 1241 crores and turnover touching a figure of 
Rs. 28598 crore in 2012-13. The Company has unique record of uninterrupted profit 
and dividend payment since last 43 years (Joshi, 2012). 
India possesses sufficient reserves of high quality Iron Ore both to meet its domestic 
needs and to export it in large amounts It exports almost 60 per cent of its iron ore 
production every year. MMTC has grown to become country's single largest currency 
earner. Japan is the major purchaser, and other importers include China, 
Czechoslovakia, Germany, Hungary. Iran, Kenya, Romania, South Korea, the United 
Arab Emirates, and Yugoslavia. MMTC started its activities through the export of 
iron ore in 1963, other minerals soon joined, export of manganese in 1965, coal in 
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1971, mica in 1972. barytes in 1976 and chrome ore in 1978. For a short period 
between 1974 and 1975, at the insistence of the government of India, the MMTC also 
handled export of ferromanganese, ferrosilicon and ferrochrome, before these were 
passed on to other agencies. 
In 1970, import of finished fertilizers from Eastern European countries began to be 
channeled through the MMTC. Moreover, the MMTC also assumed increasing 
responsibility for importing nonferrous metals like palladium (1970), platinum 
(1970), aluminum (1971), zinc (1971), lead (1971), nickel (1971), tin (1972), and 
copper (1972). But, in the case of export, the Indian Government's policy on 
canalization decreed that import of certain other metals were channeled only 
intermittently through the MMTC. The mid 1980s proved to be a significant turning 
point in the history of MMTC's development. Until 1983, it had acted merely as a 
conduit for import and export of key raw materials essential to the continued 
development of Indian agriculture and industry but burgeoning trade deficits and 
increasing foreign exchange difficulties led to a need for substantially increased 
export in order to earn desperately needed foreign currency. 
As a direct result of deepening balance of payments deficit, far-reaching strategic 
decisions were taken during 1983 and 1984 to turn the MMTC into a fully developed 
trading house. The launching of the government's seventh Five Year Economic 
Development Plan in 1985 saw the MMTC developing into the country's leading 
export house, a position it still holds in generating ever larger volumes of foreign 
exchange through its export. To facilitate this process, the company adopted an 
increasing number of innovative strategies such as link deals, countertrade and project 
export. By the end of the 1980s, the MMTC's stated intention was to be able to 
generate sufficient export earnings to offset almost completely its foreign exchange 
requirements for imported raw materials. In case of export and import, certain metals 
were channeled only intermittently through the MMTC. By the end of the 1980s, the 
MMTC's stated intention was to generate sufficient export earning to balance its 
foreign exchange requirements for importing raw materials. In February 1990, it was 
decided to channel import of fertilizer intermediates such as ammonia and phosphoric 
acid through the MMTC. Its turnover accelerated from Rs. 68 crore in 1964-65 to Rs. 
509.7 crore in 1989-90. Almost every part of India's economy related to foreign trade 
was covered by MMTC Ltd. during the last decade of 19 h` century (MMTC. 1992). 
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MMTC is one of the two highest foreign exchange earners and the largest public 
sector trading body of India. Apart from overseeing the export of primary products 
such as coal and iron ore, and manufactured agricultural and industrial products, it 
also imports much-needed commodities such as ferrous and nonferrous metals for 
industry, and agricultural fertilizers (Ministry of Commerce & Industry. 2004-05). 
3.6.2. Trade Practices 
The company exports various mineral products including iron ore, manganese ore, 
chrome ore, mud chemicals, barytes, bentonite, bauxite, talc, gypsum, feldspar, 
quartz, silica sand, garnet sand, kaolin, and vermiculite primarily to Japan. South 
Korea, China, and the Middle East. It is also involved in export. import and retail 
trade of precious metals, including gold, silver, platinum, palladium, rough diamonds, 
rubies, emeralds, and other semi-precious stones and operation of jewelry showrooms 
and sterling silverware showrooms under the Sanchi brand. In addition, the company 
imports and sells finished fertilizers, such as urea, di-ammonium phosphate, and 
muriate of potash and fertilizer raw materials and intermediates comprising sulphur, 
rock phosphate, phosphoric acid, and ammonia. Further, it import and export non-
ferrous metals, including copper, aluminum, zinc ingots, lead ingots. tin, and nickel; 
minor metals consisting of antimony, silicon, magnesium, and mercury, industrial raw 
materials, noble metals, and ferro alloys and pig iron, slag, steel scrap, hot rolled 
coils, and steel items. Additionally, the company trades in various agro products, such 
as wheat, rice, maize, soya bean meal, sugar, edible oil, pulses, wheat flour, processed 
foods and plantation products, including tea, coffee, and jute, as well as engages in 
oilseed extraction and production of edible oil. It also engages in trading coal and 
hydrocarbon products, including non-coking, coking coal, Naphtha, LAM coke, 
furnace oil, and bitumen; and various other products, such as chemicals, drugs, 
pharmaceuticals, timber, textiles, wool, cotton, mulberry raw silk, marine products, 
building materials, and engineering products (MMTC, 2013). 
3.6.3. Mission and Objectives 
As the largest trading company of India and a major trading company of Asia, MMTC 
aims at improving its position further by achieving sustainable and viable growth rate 
through excellence in all its activities, generating optimum profits through total 
satisfaction of shareholders, customers, suppliers, employees and society. The 
objectives of the company are as under: 
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• lo he a leading International Trading 1-louse in India operating in the competitive 
global tradin .t environment, with a focus on bulk as core competency and to 
improve returns on capital employed. 
• lo retain the position of single largest trader in the country for product lines like 
Minerals. Metals and Precious Metals. 
• 'l u render high quality of service to all categories of customers with 
professionalism and efficiency. 
• 'l a provide support services to medium and small scale enterprises. 
• To streamline SN'stem within the company for settlement of commercial disputes. 
• fu promote development of trade-related infrastructure (MMTC Ltd. AR — 2011-
12). 
3.6.4.. Activities 
MM I'C is a State owned international trading company with a wide spectrum of 
activities. From international marketing trade finance distribution and infrastructure 
development, its interests cover every part of the national economy. The activities of 
this company include: 
• Export of primary and manufactured products. 
• Import of industrial commodities like ferrous, non-ferrous metals, fertilizers and 
fertilizer raw materials. 
• l hird country trading and counter trade. 
• Domestic trade in bulk raw material. 
• Playing a role as an agent and representative for domestic producers in 
international markets. 
• It also provides trade services i.e. insurance, shipping. financing, transportation 
and warehousing to Indian exporters. 
• Investments in joint ventures in mining transportation. manufacturing, trading and 
infrastructure development activities. 
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Figure — 3.2 Trade Items of MMTC Ltd 
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3.6.5. Rule of MMTC Ltd in Indian Economy 
MMTC has been continuously leading globally in mineral export since last four 
decades. It is the largest supplier of Iron Ore, handling about 15 per cent of India's 
total export. MMTC has managed its bulk operations spread across far flung areas in 
the mineral rich states of the country and by exporting minerals from all the major 
ports of India to international markets. Its drive for excellence is reinforced by its 
marketing thrust in traditional markets like Japan, South Korea and Pakistan. MMTC 
is the catalyst in developing the Chinese market for Indian Iron Ore. MMTC works 
continuously to augment htdias share in global market for minerals and ores. It has 
been consistently striving to enhance its competitiveness in the area of value addition. 
It has set up a crushing and screening plant at Banehatti in Bellary Hospct Sector 
which is aimed at not only having a higher value realization in the international 
market but also to compete with international suppliers in markets like Japan and 
South Korea. The company has also taken an initiative to import capital equipments 
required for modernizing mining activities in the country to promote export of 
minerals. MM I C is in constant dialogue with various Ministries. Railways and Ports 
as well as with the exporters to assess development potential for comprehensive 
infras metm-e requirements for larger volume of export (MMTC nd.). 
MMTC is an authorized agency of the Government of India for import of geld, silver, 
platinum, palladium, uncut diamonds, emeralds, rubies and other semi-precious stones 
and supplies these items to jewellers in India for domestic sale and export. In 1999, 
the company launched sale of Sterling Silverware of 92.5 per cent purity under the 
brand name SANCHI in domestic market. Plans are afoot to launch this range of 
SANCHI silverware for export as well. It has remained one of the largest institutional 
buyers of fertilizers across the globe. It has been successful in building confidence 
both amongst its suppliers as well as the buyers in India and abroad through its 
transparent dealings and commitment. Thus, MMTC remains the single unique 
window for having and selling of all fertilizer products globally (MMTC. nd.). 
The norrcoking and Steam coal is identified as a thrust product for import. It is also 
considered as one of the biggest International bulk traders in the country. It has been 
successful in organizing supplies of coking coal, non-coking (steam) coal, low ash 
metallurgical coke, Naphtha etc. MMTC is catering to the requirements of various 
customers, inclusive of State Electricity Boards and Power Utilities. It is one of the 
largest importers of Low Ash Metallurgical (LAM) Coke in India. LAM Coke is 
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imported by MMTC for various customers like Neelachal ]spat Nigam Ltd. (NINE), 
Steel Authority of India (SAIL), Rashtriya (spat lvigam Ltd. (RINL). Kudremukh Iron 
Ore Company Limited (KIOCL) and industrial Development Corporation Orissa Ltd. 
(IDCOL) etc. 
It is also a global player in the agro trade with its comprehensive infi-astructural 
expertise to handle agro products. It provides full logistic support from procurement, 
quality control to guaranteed timely deliveries of agro products to its customers from 
different parts of India through a wide network of regional and port offices in India 
and its contacts abroad. MMTC Ltd. is the premier bullion trader of India. The 
precious metals division has consistently contributed to the total turnover of the 
company. It helps in promoting export from India by holding exclusive foreign 
exhibitions of gold and gold jewellery at chosen overseas locations. 
3.6.6. Present Position and Strategic Initiative 
Today MMTC is the largest International Trading Company of India. It is also the 
largest exporter of Minerals from India bagging CAPEXJL award consecutively for 
the last twenty years. MMTC is also the single largest importer and supplier of 
Bullion and Non-ferrous Metals in the country and a leading international trader of 
Agro, Fertilizers, Coal and Hydrocarbons. It has a wide presence throughout the 
country with offices, warehouses, poet offices and retail outlets. For global operator it 
has also Subsidiary in Singapore (MTPL) holds prestigious `Global Trader 
Programme' (GTP) status. (MM IC AR, 2008-09 to 2012-13) The current strategic 
initiatives taken by the company are as follows: 
• Opening a London Metal Fxchanee Warehouse in India. 
• Setting up gold and silver medallion manufacturing unit as joint venture with 
international partner. 
• Set-up chain of retail stores in different cities of India for sale of medallions, 
jewellery and SANCHI silverware. 
• Setting up of permanent iron ore loading berth at Ennore as joint venture. 
• Setting Up free trade and ware-housing zones along with JV partner. 
• Exploration of coal block allotted to the company. 
• Developing SEZ Ibrjewellery along with JV partner being explored. 
• Set up a Commodity Exchange jointly with India-bulls. 
• Developing port jetty in Paradip with a consoin.um, (MMTC Ltd. AR — 2012-13) 
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3.6.7. Financial Highlights 
MM'I C Ltd is an international trading company of India. The company is engaged in 
export and import of minerals, metals, fertilizers, agro products. coal and 
hydrocarbon. According to the corporate mission of MMTC, it is the largest trading 
company of India and a major trading company of Asia. MMTC aims at improving its 
position further by achieving sustainable and viable growth rate through excellence in 
all its activities, generating optimum profits through total satisfaction of shareholders, 
customers, suppliers, employees and society. Some of the major activities indicating 
the financial highlights of MMTC have been given as follows: 
Graph 3.1 Trends in Sales of MMTC Ltd. 
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Graph 3.1 demonstrates the sale trends of MMTC Ltd. from 1991-92 to 2012-13. The 
growth in sales was more or less constant for the first decade of the study (1991-92 to 
2001-02) as shown by the above figure. The sales were at Rs. 5122 crore in 1992-93 
and Rs. 5302 crore in the year 2000-01 which reveals that sales of the company were 
more or less stagnant during this period. However, there was a robust growth in the 
sales in following decade of the study where the sale rises from Rs. 7244 crore in 
2001-02 to Rs. 69056 crore in 2010-11. I lowever, the last year of the study 
experienced a sharp decline in the sales which dropped to Rs. 28598 crore. The reason 
for this decline may be due to the focus of the company on the expansion of its 
branches in South India and lack of attention paid to the sales volume. 
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Graph 3.2 Trends in Gross Profit of MMTC Ltd 
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Source: Annual Reports of'MM (' Ltd. from 1991-92 to 2012-13. 
MM'CC Ltd experienced stagnant growth of' gross profit as shown by the graph 3.2, 
whereas the growth stood at Rs. 133 crore in 1992-93 and it was marginally higher in 
2000-01. However in the next decade of this study period, the company hooked a 
comparatively higher profit in the growth where it rose from Rs. 126 crore in 2001-02 
to Rs. 430 crore in 2007-08. Though, there is a decline in the profit thereafter which 
deteriorated to 129 crore in 2012-13. The reason for declining profit is a decline in the 
sales volume and thin profit margins. 
Graph 3.3 Trends in Shareholder's Fund of MMTC Ltd 
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The above graph shows the position of shareholders fund of MMTC I.td. from 1991-
92 to 2012-13. Net worth of MMTC expressed by the shareholders' fund noticed 
insignificant growth in the first decade and it has risen marginally from Rs. 504 crore 
in I992-93 to Rs. 586 crore in the 2000-01. In the following years, the profitability of 
the company along with sales volume improved thereby leading to the growth in 
shareholders fund. As portrayed in the graph 3.3. the net worth of the company 
improved continuously from Rs. 620 crore in 2001-02 to Rs. 1421 crore in the year 
2011-12. 
Graph 3.4 Trends in Export of MMTC Ltd. 
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The graph 3.4 shows the trend of export by MMTC from 1991-92 to 2012-13. From 
the graph it can be seen that export of the company declined gradually from Rs. 1787 
crore in 1991-92 to Rs. 1 154 crore in 1999-2000. However in the next decade, the 
export increased in absolute terms till 2008-09. when it was Rs. 4576 crore. The 
subsequent four years witnessed export of the company declining in absolute terms 
and standing at Rs. 2980 crore in 2012-13. The decline is also seen as a percentage 
figure of total trade. It is therefore noticed that company failed to keep pace with 
export as compared to the import and could he the reason that it failed to manage its 
margin. 
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Graph 3.5 Trends in Import of MMTC Ltd 
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Graph 3.5 highlights the trends of import of MM7'C Ltd. From 1991-92 to 2012-13. 
The import of the company was more or less stagnant in the first decade of the study. 
However, with the inception of second decade, there is an unprecedented surge in the 
import figure which rose from Rs. 3641 crore in 2000-01 to Rs 63301 crore in 2010-
1 1, which is almost a twenty told increase during the decade. The company managed 
to control its import in the last year of the study when its import fell from Rs. 61042 
crore in 2011-12 to Rs. 20954 crore in 2012-13. However this fall is due to the 
compromise made by the company in trade volumes. It reveals that the import of the 
corporation is growing rapidly at a very high speed. 
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Graph 3.6 Trends in Domestic Trade of MMTC Ltd 
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Graph 3.6 shows the trend of domestic trade of MMTC Ltd. Domestic trade of the 
company experienced a stagnant face throughout the first decade of the study. It was 
only after 2002-03 when the company's domestic trade share registered a significant 
growth and increased up to Rs 1932 crore by the end of second decade of the study. 
The recent trend shows that company is now focusing on domestic operations and 
there is a sharp rise in its domestic trade in the last three years from Rs. 1860 crore to 
Rs. 4482 crore in 2012-13 which is more than 200 per cent. The above analysis 
indicates towards rising interest of the company in expanding its domestic operations 
and this is why when export and import of the company declined in the last year of 
the study, domestic trade share showed a sharp increase. 
3.6.8. Subsidiaries 
3.6.8.1. MMTC Transnational Pte Limited (MTPL) 
MMTC Transnational Pte. Ltd. (MTM.) was incorporated in 1994 as a subsidiary of 
MMTC Ltd in Singapore with a share capital of USI) I million. MTPL, has 
successfully consolidated and diversified in various business activities which 
encompass minerals, metals, steel and pig iron, fertilizers and fertilizer raw materials, 
coal and coke, building materials like cement and clinker, ferro alloys, industrial raw 
materials, chemicals, agro products, edible oil, engineering products, bullion etc. 
Third country trading is another area where MTPI, is able to generate new business 
opportunities. MM"I'C took strategic initiative a decade back to set up MTPI, as a 
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window in south eastern countries to pay them rich dividends. In April 2000, MTPL 
received prestigious Approved International Trader (AIT) status. The status endorsed 
MTPL performance as international trader as well as its contribution to Singapore's 
economy, and served to enhance its stature and competitiveness in the global trading 
arena (MMTC, n.d.). 
3.6.8.2. Neelachal lspat Nigam Ltd. (NINL) 
MMTC Ltd. set up Neelachal ]spat Nigam Limited (NIN1.), an iron and steel plant 
jointly with the Government of Odisha. The company is engaged in business of pig 
iron and coke along with nut coke, coke breeze, crude tar, ammonimn sulphate and 
granulated slag. NINL has become India's largest producer Laid exporter of saleable 
pig iron. Due to super quality and rigorous marketing efforts of MMTC, pig iron 
produced by NINL, established its acceptance in domestic as well as in international 
markets. Company is widely catering demands of eastern, central and northern 
regions of India for Pig iron apart from export. Similarly the coke produced by NINL 
is of high quality and is being supplied to the major Public Sector Enterprises in India. 
Over the years. MMTC has become acknowledged market leader in facilitating export 
of Iron Ore and a largest exporter of minerals and ores, handling about one third of 
India's total export of around 15 million tons per annum. Neclachal IspaL Nigam 
Limited (NFNL) form part of MMTC's strategic initiative of creating synergy between 
its minerals and metal trading activities (MMTC). Neelachal (spat Nigam Ltd 
represents major investment by MMTC for enhancing export and increasing domestic 
trading activities and at the same time realizing greater value addition for Orissa s 
vast mineral wealth. Resides this, MMTC is doing business as the exclusive 
marketing agent and uses its strength and presence in global markets to promote 
marketing of all of N INLs products in India and abroad. 
3.6.9. Corporate Governance 
Corporate Governance involves a set of relationship amongst the company's 
management, its board of directors, its shareholders, its auditors and other 
stakeholders. These relationships involve various rules and incentives provide the 
structure through which the objectives as well as monitoring performance are 
determined (NFCG. 2004). MMI C is fully committed in promoting and strengthening 
the principles of sound corporate governance norms through adherence of highest 
standards of transparency, trust and integrity, performance orientation, responsibility 
and accountability, professionalism, social responsiveness, ethical business practices 
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and commitment tory the organization as a self discipline code for sustainable 
enrichment of value for stakeholders which include investors, directors, employees, 
suppliers, customers or the community in general (Annual Reports, MM'fC, 2002-03 
to 2012-13). 
3.6.10. Corporate Social Responsibility (CSR) 
Corporate Social Responsibility ((TSR) is the continuing commitment by business to 
behave ethically and contribute to economic development while improving the quality 
of life of workforce and their families as well as of the local community and society at 
large. MMTC has been a constructive partner in the communities and has operated 
since its inception in 1963, embracing responsibility and encouraging a positive 
impact on the environment, communities. stakeholders and the society. The CSR 
activities of MMTC are aligned to the CSR guidelines laid down by the Department 
of Public Enterprises and the -Millennium Development Goals' laid down by the 
Government of India. During 2011-12, Rs. 3 crore was spent by MMTC on CSR. 
MM IC has been a responsible corporate to citizen, responding through resources and 
manpower in times of need. Corporate Social Responsibility ((TSR) was adopted as a 
Corporate Policy in the year 2006-07 with specific guidelines. The main focus of the 
policy is education. health care. promotion of art and culture and community activities 
including relief in times of natural calamities. The CSR Policy was subsequently 
aligned to the CSR Guidelines laid down by the Department of Public Enterprises in 
2009-10. In addition, corporation also contributed towards promotion of sports, art 
and culture. 
Social and welfare activities of MMTC also promote welfare of employees through 
various schemes like spoils activities, liberal loan facilities, house building advance, 
conveyance loan, house hold loan, marriage advance. etc. It also provides subsidized 
canteen facilities, medical treatment and residential accommodation in some of the 
major cities for its employees. MMTC also takes care of employees' families through 
merit scholarship, tuition fee reimbursement etc. 
This chapter includes the origin and subsequent development of Public Sector 
Enterprises and Minerals and Metals Trading sector of India in the light of its 
historical background. The chapter also emphasizes on the major players engaged in 
minerals and metals business in India at international as well as national level. It 
concluded with the detailed discussion of Minerals and Metals Trading Corporation 
(MMTC) Ltd. and its subsidiaries as well as trade practices adopted by the 
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corporation, Corporate Governance and Corporate Social Responsibility (CSR) of the 
company. In the next chapter, methodology for financial performance evaluation is 
applied to find oul the results and financial performance of MMTC Ltd with the use 
of statistical tools. 
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4.1. Introduction 
The historical background, growth and development of Public Sector Enterprises and 
Mineral Trading Sector of India along-with the comprehensive review of MMTC Ltd. 
have been discussed in the previous chapter. The present chapter highlights the 
financial performance and its evaluation with the description of the available 
accounting, financial, statistical tools and techniques which are used to measure the 
financial performance of a company. 
The basic purpose of a business is to earn adequate return on the capital invested. To 
enhance the return and optimize the financial position, an assessment of liquidity, 
solvency, profitability and business operations is necessary. The financial 
performance indicates the extent to which the management was able to achieve its 
preset goals. The evaluation of financial performance is a complex process as it deals 
with the effectiveness of capital employed, profitability, efficiency of operations, 
value and safety of the various claims against the business. It is the final step of an 
accounting cycle that begins with classification, recording, summarization, 
presentation and analysis of data which makes possible the interpretation of financial 
statements. Financial statements analysis unveils the meaning and significance of the 
items composed in Profit and Loss Account and Balance Sheet so as to assist the 
management in formation of sound operating financial policies (Kennedy & 
McMullen, 1999). The analysis of financial statements highlight the significant facts 
and relationships concerned with managerial performance, corporate efficiency, 
financial strengths, weaknesses and credit-worthiness that would have otherwise been 
buried in a maze of detail (Gole, 1906). 
the financial statement analysis therefore helps to answer queries regarding 
profitability, credit worthiness and safety of statements. Roy A. Foulke rightly states, 
`if a train is moving forward at a known speed, it is reasonable to assume that it will 
continue to move at approximately the same rate unless some obstacle interrupts its 
progress abruptly or the motive power is increased or decreased. Similarly, it is 
reasonable to assume that unless some drastic changes take place in a business, it will 
continue to move in the same general direction as directed by its comparative trends' 
('Roy, a.d.). Financial performance evaluation refers to the process of determining 
financial strengths and weaknesses of the fine by establishing strategic relationship 
between the items of the Balance Sheet, Profit & Loss Account and other operative 
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data. It is a scientific tool which has assumed an increasingly important role in terms 
of appraising the real worth of an enterprise and its performance over a period of time. 
It serves as a means of self evaluation of its financial soundness, managerial skills and 
competencies for the management. It describes credit rating to the creditors and 
measures the social responsibility of a corporation. The performance of a company 
can be measured through its financial results given in its financial statements 
consisting of Income Statement and Balance Sheet. These statements present the 
financial information for a period of time. Size of earning risks and profitability are 
the two major factors which jointly determine the value of a company. 
Risk and profitability are the two essential components of a business. Financial 
decisions involving more risk decrease the value of the firm and the decisions which 
increase the profitability, increase the value of the firm. Financial performance of a 
company is therefore normally judged by a series of ratios or other accounting 
parameters. However, it is to be noted that fundamentally, the balance sheet indicates 
the financial position of the company as on that point of time (Pandey, 2009). 
4.2. Evaluation of Financial Performance 
Financial Performance Evaluation is the appraisal and interpretation of financial 
statements of a concern. It is a study of relationship among the various financial 
variables, as disclosed by a single set of statements and scrutiny of these factors as 
shown in a series of statements. Balance Sheet and Profit & Loss Account are the two 
principal financial statements. They reveal financial position, profitability and 
utilization of retained earnings. However, financial analysis is not an end in itself; it is 
only a vehicle of communication and is concerned with the analysis and interpretation 
of various financial statements. The technique of financial analysis is typically 
devoted to evaluate the past, present and projected performance of a business firm in 
future. The ability of an organization to analyze its financial position is essential for 
improving its competitive position in the marketplace (Bhunia, 2010). 
The analysis and interpretation of financial statements is an attempt to determine the 
significance and meaning of data given in statements so that the forecast may be made 
about future prospects for earnings, ability to pay interest and debt maturities and 
profitability. It is a process to evaluate the relationship between component parts of 
financial statements to obtain a better understanding about the position and 
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performance of a firm (Metcalf & Titard, 1976). Financial analysis is the examination 
and evaluation of a lirm's financial positions and operations which involves 
comparison and interpretation of accounting data (Kulkarni, 1994). It is a scientific 
tool which has assumed an increasingly important role in terms of appraising the real 
worth of an enterprise, its performance during the period of time and its pitfalls. It 
also helps in drawing out the complications of what is eunlained in financial 
statements. Financial analysis is defined as the process of discovering economic facts 
about an enterprise or a project on the basis of an analysis of the available financial 
data (Desai, 1999). 
The main purpose of financial analysis is to diagnose the inibrmation contained in 
financial statements so as to judge the profitability and financial soundness of the 
firm. Just like a doctor who examines his patient by recording his body temperature, 
blood pressure etc. before making conclusion regarding the illness and before giving 
his treatment, a financial analyst evaluates the financial statements by applying 
various tools of analysis before commenting on the financial health or weaknesses of 
a business (Gupta & Sharma, 2005). 
4,3. Process of Financial Performance Evaluation 
Financial statements can provide valuable insights into a firm's performance if they 
are properly analyzed and interpreted. Analysis of financial statements is the interest 
of lenders, investors, security analysts, managers and other stakeholders. The initial 
step in the process of financial performance evaluation is reorganization and 
arrangement of the data available in financial statements. The next step is the 
establishment of significant relationship between the individual components of prolit 
and loss account and balance sheet with the help of accounting, financial, statistical 
tools and techniques of financial analysis like comparative statement analysis, 
common size statement analysis, ratio analysis, economic value added and market 
value added etc. Briefly the process involves compilation, comparison and study of 
financial and operative data and preparation. study and interpretation of facts and 
suggests ways and means to improve the position of the concern (Sharma & Gupta, 
2003). The analytical procedure is outlined below: 
• Defining sample units and limiting scope of the study within the objectives. 
M 
• Collecting financial data for each year for the period under reference, annual 
reports on specifically devised format. 
• The reorganization and rearrangement of financial data as embodied in the 
financial statements. 
• Computing financial tools and techniques for testing and experimentation. 
• The establishment of significant relationship between the individual components 
of profit and loss account and balance sheet. 
Figure — 4.1 Process of Financial Performance Evaluation 
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4.4. Limitations of Financial Performance Evaluation 
Financial Performance Evaluation is a vigorous instrument of determining financial 
strengths and weakness of a corporation. The evaluation is based on the information 
available in financial statements. Thus, the financial analysis suffers from serious 
inherent limitations of financial statements (Chandra, 2011). Some of the limitations 
of financial performance evaluation are as follows, 
Lack of Common Standard Terminology 
Accounting is not exactly a science. The profit revealed by the profit and loss account 
and financial position disclosed by the balance sheet cannot be exact. It does not have 
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standard universally accepted terminology. Different meanings are given to a 
particular term. There are different methods of providing depreciation. In this way, 
there is sufficient possibility of manipulation and the financial statements have to 
suffer. 
Window Dressing 
The management displays rosy picture of enterprise through financial statement. 
Sometimes material information is concealed. In order to show excellent profit, sales 
may be exaggerated, stock may be overvalued and certain purchases may not be 
shown. In such case analysis of financial statements will also be incorrect. 
Lack of Underlying Theory 
The basic problem of financial performance evaluation is that there is no theory that 
tells us which numbers to look at and how to interpret the financial statements. In the 
absence of an underlying theory, financial analysis appears to be ad hoc, informal and 
subjective. 
Financial Analysis is only a Tool not the Final Remedy 
Analysis of financial statement is a tool to measure the profitability, efficiency and 
financial soundness of a business concern. It should be noted that personal judgment 
of the analyst are more important analysis and one should not rely on single ratio. 
Suffering from the Limitations of Financial Statements 
Financial statements suffer from variety of weaknesses. Balance sheet is prepared on 
historical record of the value of assets. It is just possible that assts may have the sane 
value. Financial statements are prepared according to certain conventions at a point of 
time, whereas the investor is concerned with the present and the future of the 
company (Sharma& Gupta, 2003). 
Correlation among Ratios 
Financial Ratios of a firm often show a high degree of correlation sarong the 
variables. This is because several ratios have some common element and several 
items tend to move in harmony because of some common underlying factor. In view 
of ratio correlations, it is redundant and often confusing to employ a large number of 
ratios in financial statement analysis. Hence it is necessary to choose a small group of 
ratios from a large set of ratios. Such a selection requires a good understanding of' the 
meaning and limitations of various ratios and an insight into the economics of the 
business. 
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Variations in Accounting Policies 
Business firms have some latitude in accounting treatment of items like depreciation, 
valuation of stocks, research and development expenses, foreign exchange 
transactions, installment sales, preliminary and pre-operative expenses, provision of 
reserves and revaluation of assets. Due to diversity of accounting policies found in 
practice, comparative financial statement analysis may be vitiated (Pillai & 
Bhagvathi, 2008). 
4.5. Tools and Techniques of Financial Performance Evaluation 
Accounting and Financial 
Financial Performance Evaluation is a study of relationship among the variables and 
their trends to comment over the financial position and results of operations of a 
concern. For this assessment a number of tools and techniques are available that 
enable the Researcher to draw useful and accurate conclusions. 
Following are the significant accounting, financial tools and techniques that have been 
employed in the research for evaluating financial performance viz. Common Size 
Statement Analysis, Comparative Statement Analysis, DuPont Analysis, Economic 
Value Added (EVA), Market Value Added (MVA) and Ratio Analysis. 
4.5.1. Analysis of Common Size Financial Statements 
Common Size Statement is a useful and convenient way of standardizing financial 
statements to express each item on the Income Statement as a percentage of sales and 
each item on the Balance Sheet as a percentage of total assets (Chandra, 2011). 
Common size statements prepared for one firm over the years would highlight the 
relative changes in each group of expenses, assets and liabilities. Studying the current 
financial position and operating results of a company is indeed valuable. This method 
of analysis may be used in making a historical study of a particular concern because 
major changes in distribution of individual items are revealed. Common Size 
Statements convert financial statement by expressing absolute rupee amount into 
percentage (Patel, 2004). 
In common size statement analysis, individual items of Profit & Loss Account and 
Balance Sheet are reduced to a common base which is treated as equivalent to one 
hundred. In case of Profit & Loss Account, net sales are taken as one hundred and all 
items are expressed in reference with the net sales. In Balance Sheet. the total is 
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treated as equivalent to one hundred and every individual asset and liability is reduced 
to this base. Common Size Statements involve representing the income statement 
figures as a percentage of sales and representing the balance sheet figures as a 
percentage of total assets. Financial statements represent absolute figures and a 
comparison of absolute figures can be misleading. Therefore, it is wise to use the 
Common Size Statement Analysis (Pillai & Bhagwathi, 2008). The format of 
Common Size Income Statements and Balance Sheet are as follows: 
Table —4.1 For mat of Common Size Income Statement 
Particulars Absolute Amounts 
Previous 	Current 
Year Year 
Percentagvof Net Sales 
Previous 
Year 
Current 
Year 
Net Sales - - 100 100 
Less: 	Cost of Goods 
Sold 
- - - - 
Gross Profit - - - - 
Less: Operating Exp. - - - - 
PBIT -  - - 
Less: Interest - - - - 
PBT - - - 
Less: Tax - I 	- - - 
PAT 	- - 	 - 	 - 
Source. Chandra, P. (2011). Financial management: Theory and practicer ('8"' Ed). 
New Delhi, India: Tala McGraw Hill Education Private Limited. 
me 
Table 4.2 Format of Common Size Balance Sheet 
I all ucu,a„ rw1NIPIULc riuIuuuIa I VI 	Vutat;c UI I vial :»scia 
Previous Year Current Year Previous Year i Current Year 
Share Capital - - - - 
Reserve - - - 	 - i 
Loan Funds - - - - 
Current Liabilities 
Total 
Fixed Assets 
- 
- 
- 
- 	 - 
- 	 100 
- 	 - 
- 
100 
- 
Investments - - 	 - - 
Current Assets - - 	 - - 
Miscellaneous - - 	 - - 
Expenditure & Loss - - 	 - - 
Total - - 100 100 
Source: Chandra, P. (2011). Financial management: Theory and practices (8" Ed.). 
.Veit , Delhi, India: Tema McGraii Hill Education Private Limited. 
4.5.2. Analysis of Comparative Financial Statements 
Comparative Statements Analysis is one of the methods to trace periodic changes in 
financial performance of a firm. It seeks to make a comparison between two periods 
of time and exhibit the magnitude and direction of historical changes in operating 
results and financial status of a business. The changes over the period are described 
by measuring.: increase or decrease in values given in the Income Statement and 
Balance Sheet (Pillai & Bhafvathi, 2008). Comparative Statements Analysis 
describes changes in the amount of corresponding financial statement items over a 
period of time. The earliest period is usually used as the base period and the items on 
the statements for all later periods are compared with the items of the base period. 'l'he 
changes are generally shown both in absolute as well as in terms of' percentage. 
Comparative Statements Analysis provides information to assess the direction of 
change in business. The Balance Sheet indicates the financial position and the Income 
Statement shows the operating and non-operating results. An investigation of 
comparative financial statements helps to highlight the significant facts and points out 
the items which need further analysis (Pandev, 2010). 
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Financial data becomes more meaningful when compared with similar data for an 
earlier period or a number ol' previous periods. Statements prepared in a form that 
reflects financial data for two or more periods, are known as comparative statements. 
The comparative financial statement provides Information about two or more years' 
figures as well as any increase or decrease from previous year's figure and its 
percentage. This kind of analysis helps in identifying major improvements and 
weaknesses (Gupta & Sharma, 2007). The comparative income statement gives an 
idea regarding the progress and status of business operations while Comparative 
Balance Sheet shows the effect of operations on assets and liabilities i.e. change in the 
financial position over a period of time (Pandey, 2005). Financial managers, top 
management and other stakeholders interested to know whether the business is 
moving in a favorable or an unfavorable direction. Comparative financial statements 
are considered much important because they comprise not only the data appearing in a 
single statement but also information necessary for the study of financial and 
operating trends over a period of time (Gupta & Sharma. 2014). 
Table 4.3 Format of Comparative Income Statement 
Year Ending 
Particulars 	Current 	Previous 
Year 	Year 
Increase / 
Decrease 
(Absolute) 
Increase / 
Decrease 
(Percentage) 
Net Sales - - (+, -) (+i 
Less: Cost of Goods Sold - 	- (+ / -) (+ / -) % 
Gross Profit - 	- (+1-) (+1-) % 
Less: Operating Expenses - 	- (+ / -) (+ / -) % 
Administration Expenses - 	- 
- 	- 
( + / - ) ( + / -) % 
Selling Expenses (+1-) (+1-) % 
Total Operating Expenses - - (+ / -) (+ / -) 
Operating Profit - - ( + / -) (+ / -) % 
Less: Interest Expenses - - ( + / -) (+ / -) % 
Profit Before Tax - - (+1-) (+I-)% 
Less: Taxes - - (+ / -) (+ / -) % 
I 	
Profit After Tax - - (+1-) (+1-) % 
Source: Gupta, S.Y. (2008)..Uanagcneot accounting (15" Ed.). Agra, India: Sahitya 
Bhwi an Publication, ?89-91. 
Table — 4.4 Format of Comparative Balance Sheet 
Particulars 
Year Ended 
Increase! 
Decrease 
(Absolute) 
increase/ 
Decrease 
(Percents e) 
Current 
Year _ 
Previous 
Year _ _ 
Liabilities and Capital 
Share Capital&Reserve - 	 - (+/-) (—I - ) 
Current Liabilities - 	 - (+/-) 	(+;-)% 
Long Term Liabilities - 	 - (+1-) 	(+/-)% 
Total - 	 - (-+/-) (+!-)% 
Assets - 	 - 
CurrentAssets - (+/-) 	(+i-)% 
Fixed Assets - - (+t-) 	(+l-)% 
Other Assets - - (+1-)  
Total - 	 - 	(+1 -)  
Source: Gupta, S.F. (2008). Management accounting (G"' Ad.). Agra, India:.`,ahitya 
Rhawman Publication. 289-91. 
4.S.3. Economic Value Added (E VA) 
Economic Value Added is a technique of financial performance evaluation. It is a 
popular measure to determine whether an existing investment positively contributes to 
the shareholders wealth. The EVA is equal to after tax operating profits of a firm less 
the cost of funds used to finance investments (Gupta & Sharma, 2014). Economic 
Value Added (EVA) is an estimate of firm's economic profit as it is the value created 
in excess of required return of company's investors, A positive EVA would increase 
owners' wealth. Therefore, only investments with positive EVA would be desirable 
from the viewpoint of maximizing shareholders' wealth. FVA is the difference 
between net profit after tax (NOPAT) and the required return on the financing of own 
and others' capital. This way EVA offers a fundamental role to the drop or increase in 
value of own capital. Positive EVA in a given period indicates that the management 
increased the value for owners, and negative EVA implies that there is a decrease of 
the value for owners (Ray, 2012). 
The concept of Economic Value Added was pioneered by Stem Stewart and Company 
(USA) in 1980s as a measure of business performance. It is a registered trademark of 
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Stern Stewart & Co. of New York (USA). It focuses on clear surplus in contradiction 
to traditionally used profit available to the shareholders. It is used by companies as a 
performance indicator and also as a basis for executive compensation. Surplus should 
be derived by deducting cost of capital from profit before interest but after tax 
(Pandey, 2010). 'the idea behind EVA is that shareholders must earn a return that 
compensates risk taken. EVA is based on interest bearing debt, equity and net 
operating profit. it is an encompassing measure that captures the true economic profit 
of an enterprise. Economic Value Added (EVA) is a value based performance 
measure that gives importance on value creation by the management for the owners. 
Profit maximization as a concept is age-old, wealth maximization is matured and 
value maximization is today's wisdom. Economic Value Added (EVA) is the 
financial performance measure that comes closer than any other to capturing the true 
economic profit of an enterprise. Thus, in modern economics and finance area, EVA 
holds an important part that has less debate among practitioners. It is the performance 
measure most directly linked to the creation of shareholders wealth over time. 
Shareholders are very much choosy for their interest into the business and they like 
management to come up with very specific solution. EVA measure gives importance 
on how much economic value is added for the shareholders by the management for 
which they have been entrusted with (Sltil, 2009). 
EVA is a measure to assess the extent to which companies have succeeded in 
achieving the objective of enhancing shareholders wealth. EVA is aimed to be a 
measure that tells what has happened to the wealth of shareholders. Earning a return 
greater than the cost of capital increases the value of the company and earning less 
return decreases the value of a company. EVA reflects the company's performance in 
money. Positive EVA indicates the value creation and the negative EVA indicates the 
value destruction. Series of negative EVA is a signal that restructuring in the company 
may be needed. It is basically a broader financial measure of judging the output of a 
corporate in particular and the industry in which such corporate works in general to 
the economic growth and development of the nation. The ultimate goal of EVA is to 
maximize shareholders value but the best tool of EVA to this is to convert employees 
into value change agents (Kalaiselvi, 2009). 
EVA is a value based financial performance measure, an investment decision tool and 
a performance measure reflecting the absolute amount of shareholder value created. It 
is computed as the product of the 'excess return' made on an investment or 
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investments and the capital invested in that investment or investments. EVA is the net 
operating profit minus an appropriate charge for the opportunity cost of all capital 
invested in an enterprise or project. It is an estimate of true economic profit, or the 
amount by which earnings exceed or fall short of the required minimum rate of return 
investors could get by investing in other securities of comparable risk (Geyser and 
Liebenberg, 2003). Any surplus generated from operating activities over and above 
the cost of capital is termed as EVA. Operationally, a firm's EVA is the excess of its 
after tax operating profits over the required minimum rate of return that investors 
could get by investing in securities of comparable risk. There are lour steps in the 
calculation of EVA: 
• Net Operating Profit After Tax (NOPAT) 
• Capital Employed (CE) 
• Weighted Average Cost of Capital (WACC) 
• EVA =NOPAT—WACC%*CE 
Where, 
NOPAT — Operating profit x (1 - Tax Rate) 
Earnings before interest and tax (EBIT) equal operating income in most cases. 
NOPAT = Net Operating Profit after Tax. i.e. Net Profit + Interest 
Expenses +Non Operating Expenses — Non operating income _ 
Capital Employed = Total Assets — Current Liabilities 
Capital employed is fixed assets plus current assets minus current liabilities. Capital 
employed is the value of the assets that contribute to a company's ability to generate 
revenue. 
WACC = Weighted Average Cost of Capital expressed in percentage 
_ (Kz x WP) + (Kd x Wd) 
Where, 
K„ = Cost of Equity 
We = Weightage of Equity 
Ks =Cost of Debt 
Wd = Weigh/age of Debt 
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Figure — 4.2 Economic Value Added 
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4.5.3.1. Weighted Average Cost of Capital (WACC) 
Weighted average cost of capital (WACC) is the average after tax cost of all the 
sources. It is calculated by multiplying the cost of each source of finance by the 
relevant weight and summing the products up (Accounting Explained. n.d.). Weighted 
Average Cost of Capital is the average cost of both equity. capital and the interest 
bearing debt. Cost of equity capital is the opportunity return from on investment with 
same risk as the company has. Cost of Equity (Ke) is generally defined in CAPM. It is 
shareholders expected rate of return. The WACC is computed by applying book value 
weights to cost of debt and cost of equity. Initially, cost of each source of capital is 
calculated separately. Then a weightage representing the proportion of a particular 
source on the total invested capital is applied to compute overall cost of capital. 
WACC is a complex function of the capital structure (proportion of debt and equity 
on the balance sheet), the stock's volatility measured by its beta,and the market risk 
premium. Calculation of weighted average cost of capital has done in the following 
way: 
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E 	D WACC =
V
xA r +
V
xRx(1-'f.) 
Where, 
E = Equity Share Capital ujYhe Company 
D — Loan Funds of the Company 
V = Total Value of the Company (E + D) 
RQ = Cost of Equity (CA PM Model) 
Ra — Cost of Debt 
T Tax Rate (Banarjee, 2008) 
Calculation of Cost or Equity under Capital Asset Pricing Model 
The cost of equity is usually calculated using the capital asset pricing model (CAPM), 
which defines the cost of equity as follows:  
Re—RJ+(R,~-R) 
Where, 
Re = Cast of Equity 
RI = Risk free Rate of return (Represented by 91 days Treasury Bills 
of Government of India) 
)7s = the sensitivity to market risk for the security in the relevant 
market (The relative volatility ofa stock relative to the market) 
Rm = the historical return of the stock market/ equity market (Parsons, 
2006). 
Risk Free Rate (Rj): Risk-free interest rate is the theoretical rate of return of an 
investment with no risk of financial loss. The risk free rate is taken from the lowest 
yielding bonds in the particular market, such as Government bonds. The risk-free rate 
represents the interest, an investor would expect from an absolutely risk-free 
investment over a specified period of time (Inveswpedia, n.d,). The risk free rate of 
return in the Capital Asset Pricing Model refers to the rate of return an investor can 
receive without exposing their funds to any risk. Typically based on the rate paid on 
short term Government Treasury Bills, this interest rate forms the basis for the 
required rate of return on all assets. Any return over the risk free rate will be due to 
the risk premium required by investors to accept the higher level of risk in their 
portfolio. 
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Beta (/Js): Beta is an important concept to the Capital Asset Pricing Model, since it 
determines the risk premium of any one asset relative to the risk of the market as a 
whole. Beta is a direct correlation of volatility between the market as a whole and 
any one asset. If an asset increases at a rate of 200 per cent of the market increase, 
then the Beta of that asset would be 2. It shows the importance that investors place on 
risk and the premium that they require in order to be willing to accept it. According to 
CAPM, beta is the only relevant measure of a stock's risk. It measures a stock's 
relative volatility; it shows how much the price of a particular stock jumps up and 
down compared with how much the stock market as a whole jumps up and down. If a 
share price moves exactly in line with the market, then the stock's beta is I (Capital 
Asset Pricing Model, n.d.). 
Risk Premium (R,,, - RAJ: Risk Premium is the difference between expected return on 
a market portfolio and risk-free rate. The risk premium is an important component of 
the Capital Asset Pricing Model. The primary determinant of the required rate of 
return is the risk premium. Investors have a large selection of capital assets to invest 
in, which in aggregate compose the market. If an investor invested in the entire 
market, then their required rate of return would be the rate of return that the entire 
market returns to investors. "I'lie difference between this rate of return and the risk free 
rate would be the risk premium. Since, the total required rate of return is the sum of 
both the risk free rate and the risk premium, variation in the total required rate of 
return will be greater for high risk assets compared to low risk assets. 
4.5.3.2. Net Operating Profit after Tax (NOPAT) 
Net Operating Profit after Tax (NOPAT) is profit derived from a company's 
operations after cash taxes but before financing costs and non-cash book-keeping 
entries. It is the total pool of profits available to provide a cash return to those who 
provide capital to the firm (Boundless, n.d.). NOPAT is a measure of a company's 
cash generation capability from recurring business activities and disregarding its 
capital structure. NOPAT approximates after-tax cash flows of a company under the 
assumption that the company is not able to claim the tax advantage of its debt. It is an 
important input in the estimation of Economic Value Added (Obaidullah Jan, n.d.). 
The formula of NOPAT is as follows: 
NOPd1' = Operating Income x (I- Tax Nate) 
NOp 1 T - Net Income + (Interest Expense — Interest Income) x (1 — Tax Rate) 
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4.5.3.3. Capital Employed 
Capital employed represents the capital investment necessary for a business to 
manage its activities. Consequently. it is not a measure of assets but of capital 
investment, stock or shares and long-term liabilities. Capital employed can be 
expressed as the total amount of capital that has been utilized for acquisition of 
profits. It also refers to the value of all assets (fixed as well as working capital) 
employed in a business (Mumtaz, 2012). 	 - 
Capital Employed = Total Assets — Current Liabilities 
EVA as a performance measure looks into the effectiveness of EVA both as an 
absolute measure in comparison with net income, residual income and similar 
measures as well as a ratio in relation with performance measures like ROP., RCA and 
Operating Profit Margin. These measures are normally used internally by the 
management to evaluate employee performance. incentive calculation and investment 
decisions, externally by equity analysts to ascertain the performance and growth of 
the firm (Ray, 2001). 
EVA is frequently regarded as a simple measure that provides a real picture of 
shareholder's wealth creation. In addition to motivating managers, it creates 
shareholder's value and serves as a basis for the calculation of management 
compensation, there are further practical advantages that value based measurement 
systems can offer. EVA is an effective measure of the quality of managerial decisions 
and a reliable indicator of a company's value growth in future. Constant positive EVA 
over the time. increases company's value while negative EVA values decrease 
company's value. It is a performance metric that calculates the creation of 
shareholder value. It distinguishes itself from traditional financial performance 
metrics such as net profit and EPS. EVA is the calculation of what profits remain after 
the costs of a company's capital (both debt and equity are deducted from operating 
profit). 
4.5.4. Market Value Added (MVA) 
Market Value Added (MVA) is a wealth metric which measure the level of value a 
company has accumulated over time. It describes the difference between the market 
value of the firm and the amount of capital invested. When market value is less than 
the cost of invested capital, this implies that management has not done a good job of 
creating value with the equity made available to it by investors. 
Market Value Added = Market Value Invested Capital 
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Market value added is the difference between the company's market and book value 
of shares (Gupta & Sharma, 2014). According to Stern Stewart, if the total market 
value of a company is more than the amount of capital invested in it, the company has 
managed to create shareholder value. If the market value is less than capital invested, 
the company has destroyed shareholder value. According to Stewart. Market value 
added indicates how much value the company has added to. or subtracted from, its 
shareholders investment. Successful companies add their MVA and thus increase the 
value of capital invested in the company. Unsuccessful companies decrease the value 
of the capital originally invested in the company (Thenmozhi, 2000). 
Market value added is the excess of market value over book value of a company. 
Market value is the total of the firm's market value of debt and market value of 
equity. Invested capital is the amount of equity and debt capital supplied by the 
shareholders and debt holders to finance assets (Thenmozhi, 2000). MVA is the 
difference between the market value of a company and the epaital that is contributed 
to that company by its investors. The higher the MVA, the greater will he the value of 
the company, this proves that the company has worth aside from the capital 
contributed by its investors. There are many benefits for a company to have a healthy 
MVA including increased attractiveness to possible investors, likelihood of high 
returns for investors and the probability that the company will survive for years to 
come (Pandey, 2010). Companies use Market Value Added (MVA) as a 
supplementary technique to evaluate their performance in stakeholders' value 
creation. In contrast to the economic profit which is the value added by the company 
over a given period. MVA is a measure of the investors' perception of the value added 
(Banarjee, 2008). If MVA is positive, the firm has added value. If it is negative, the 
firm has destroyed value. A high MVA indicates the company has created substantial 
wealth for the shareholders. Negative MVA means that the value of the actions and 
investments of management are less than the value of the capital contributed to the 
company by the capital market. This means that wealth or value has been destroyed. 
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Market Value Added (MVA) 
— Market Capitalization — Total Common Shareholders' Equity 
_ (Total Shares Outstanding x  Current Market Price) - Total Common 
Equity 
Where, 
Market Capitalization — Total Outstanding Shares x r'iarket Price (f Share 
Total Common Shareholder's Equity = Equity Share Capita! + Reserves and 
Surplus (Obaidullah Jan. n.d.). 
MVA is a wealth metric measuring the level of value a company has accumulated 
over time. As a company performs well over time, it will retain earnines. This will 
improve the book value of the company's shares and investors will likely bid up the 
prices of those shares in expectation of future earnings causing the company's market 
value to rise. 
Market Capitalization: Market capitalization is calculated by multiplying company's 
shares outstanding by the current market price of one share. Market capitalization is 
the total market value of the issued shares of a company; it is equal to the share price 
in market into the number of shares outstanding. It represents the aggregate value of a 
company or stock. 
4.5.5. DuPont Analysis 
The DuPont model measures the financial performance of a business concern on the 
basis of accounting income concept. The DuPont Company of the U.S. pioneered a 
system of financial analysis which has received widespread acceptance. It is a useful 
system of analysis which considers important relationships based on information 
found in financial statements. The model advocates that Return on Investment (ROE) 
is the best in measuring overall financial performance and all activities of company 
contribute to the ROI. It has been adopted by many firms in some form or the other 
(Chandra, 2011). ROI represents the earning power of the company. It depends on 
three ratios i.e. net profit margin, assets turnover and equity multiplier. A change in 
any of these ratios will change the firms earning power. DuPont model provides a 
broader picture of return the company is earning on its equity (Pandey, 2005). The 
DuPont analysis provides a starting point for determining the strengths and 
weaknesses of a company. The model is built on three components which cover the 
areas of profitability, operating efficiency and leverage. 
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Return on Equity=Net Profit Margin x AssetsTurnover x Equity Multiplier 
Where, 
Net Profit Margin= Net Profit 
Total Sales 
Asset Turnover = 	Sales 
Total Assets 
Equity Multiplier = 	Total Assets 
Shareholders' Fund 
DuPont analysis helps the management in concentrating attention on different forces 
affecting profit. As per DuPont model, Return on Capital Employed (ROLE) is an 
important tool for judging the operating financial performance. Patel (2004), analyzed 
the performance of dairy industry of Gujarat using the DuPont model. He said that it 
was a useful diagnostic tool for financial analysis and the profit performance of 
business firth could be analyzed with the help of this tool. Rakshit (2006), analyzes 
the performance of Dabur India Limited using DuPont Model. The study concluded 
that most of the firms would like to improve their Return on Net Assets (RONA). 
Hence, firms have to balance between the asset turnover and gross profit margin. 
Many firms adopt various ways to increase the gross profit margin, some firms resort 
to vertical integration for cost reduction also. A firm can convert impressive RONA 
into an impressive ROE through financial efficiency. It is observed that ROE affected 
the financial leverage and combination of debt and equity. Therefore, ROE is a 
product of RONA and financial leverage ratios reflect the operating efficiency 
(Pandey, 2005). 
DuPont analysis is an extended analysis of a company's return on equity. It concludes 
that a company can earn high return on equity if, it earns a high net profit margin, it 
uses its assets effectively to generate more sales and it has a high financial leverage. 
DuPont equation could be further extended by breaking up net profit margin into 
EDIT margin, tax burden and interest burden. With this method, assets are measured 
at their gross book value rather than at net hook value in order to produce higher 
return on equity (ROE). DuPont analysis tells us that ROE is affected by three things: 
• Operating efficiency, measured by Profit Margin 
• Asset use efficiency, measured by Asset Turnover 
• Financial leverage, measured by the Equity Multiplier 
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Profit 	 Sales 	 Assets ROE= Prof itMargin~ 	x AssetTurnover 	x EquityMultiplier 
Sales (Asset) Equity 
DuPont Analysis examines Return on Equity (ROE) by breaking it into three main 
components: profit margin, asset turnover and equity multiplier. To calculate ROE of 
a firm through DuPont analysis. multiply the profit margin, asset turnover and 
leverage factor (total assets divided by shareholders' equity) together. Mangiero 
(2004) used DuPont model and stated that there were three approaches to calculate 
Return on Equity (ROE). Herciu & Ourean (2011) employed DuPont analysis on 20 
most profitable companies in the world and concluded that in most cases the most 
profitable companies are not most attractive for the investors. By using Du Pont 
analysis. results indicate that the ranking is not preserved when indicators (ratios) 
such as ROA (return on assets). ROE (return on equity) or ROS (return on sales) are 
taken into consideration. Du Pont analysis takes into account three indicators to 
measure firm's profitability: Return on Sales (ROS). Return on Assets (ROA) and 
Return on Equity (ROE). The study demonstrated with the help of profitability ratios 
like Return on Sales (ROS), Return on Assets (ROA). Return on Equity (ROE) that 
the companies' profits are not relevant to investors except to the extent that they relate 
to other indicators to identify a relationship between effect and effort (effect is profit 
while effort is given by either sales, total assets, or the stockholder's equity). 
Figure — 4.3 DuPont Model 
Net Profit Operating Fl let Profit / Total 
Margin Efficiency  1= 
Return on 	 Asset Equity Asset Use T: t 	 l `ales 
(DuPont Model) 	Turnover Efficiency  
Equi 	1 Financial / I~.a~ 	f 	,_I 	It Multiplier Leverage Fund 
Source: {Vuyne, A. 1. (n.d.). Deconstructing WE: DuPont analysis. C oatptrterized 
Investing. Retrieved from http://ii'w'ty.aciii.com/c•omptcteri=eclini ,esting/article/decons 
true! ing>-roe-dupont-analysis. mobile 
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The three-step DuPont model captures management's effectiveness at generating 
profits (net profit margin), managing assets (asset turnover) and finding an optimal 
amount of leverage (equity multiplier). Ideally, one would like to see a company 
boosting its ROE by increasing its net margin or its asset turnover. 
4.5.5.1. Net Profit Margin 
Net profit margin is used to assess the profitability of a concern. It is an indicator of 
how efficient a company is and how well it controls its costs. The higher the margin 
is, the more effective the company is in converting revenue into actual profit. The net 
profit margin ol'a company reflects management's pricing strategy by showing how 
much earnings they can generate from a single rupee of assets. Companies must he 
able to price their products and services in such a way as to drive volume. However, 
all the sales volume in the world is useless if a company cannot turn a profit. 
Therefore, management must price a product to be as profitable as possible while still 
generating stable sales growth. 
NetProfit 
Net Profit Margin = 
Sales 
4.5.5.2. Asset Turnover 
Asset turnover measures how much sales a company generates from each rupee of 
assets. It allows gauging [management's effectiveness at using assets to drive sales. 
The majority of high margin companies also tend to have low asset turnover. This is 
because a firm can only do a certain amount of business without incurring additional 
costs that would adversely impact profit margins. By improving its asset management 
policies, a company can boost shareholder returns without necessarily increasing 
profit margins. Asset turnover ratio is the ratio of a company's sales to its assets. It is 
an efficiency ratio which tells how successfully the company is using its assets to 
generate revenue. If a company can generate more sales with fewer assets it has a 
higher turnover ratio which tells it is a good company because it is using its assets 
efficiently. A lower turnover ratio tells that the company is not using its assets 
optimally. 'total asset turnover ratio is a key driver of return on equity as discussed in 
the DuPont analysis (Obaidullah, n.d.). The higher the ratio, the more sales that a 
company is producing based on its assets. Asset turnover measures the efficiency of a 
company's use of its assets in generating sales revenue or sales income to the 
company. Companies with low profit margins tend to have high asset turnover, while 
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those with high profit margins have low asset turnover (Finance Formula, n.d.). The 
formula of asset turnover is as lbllows: 
Asset Turnover = 	Sales 
Total Assets 
4.5.5.3. Equity Multiplier 
Equity multiplier is a measure of financial leverage which helps to examine how a 
firm uses debt to finance its assets. A higher equity multiplier indicates the company 
is relying more on debt to finance its assets. A company can boost its return on equity 
by raising its equity multiplier. If a company is already sufficiently levered, taking on 
additional debt increases the risks of not being able to fulfill its obligations to 
creditors and going bankrupt (Wayne, n.d.). Equity multiplier is a financial leverage 
ratio which is calculated by dividing total assets by the shareholders equity. Equity 
multiplier is an important input in the DuPont return on equity analysis. Higher equity 
multiplier leads to a higher return on equity. DuPont return on equity analysis breaks 
up ROE into net profit margin, asset turnover and financial leverage (represented by 
equity multiplier as shown below: 
Total Assets Equity Multiplier -  
Shareholders' Equity 
4.5.6. Event Study 
An Event study is a statistical method to assess the impact of an event on the value of 
a firm. Event Study analysis is a branch of econometrics which attempts to measure 
the effects of economic events on the value of firms by examining stock market data. 
It is an important research tool which is widely followed in capital market arena to 
assess the effect of an event on stock prices. Researchers are concerned with the 
hypothesis that an event will impact the value of the firm and that this impact will 
reflect stock and other security prices manifesting itself in abnormal security returns. 
Event study methodology is one of the most frequently used tools in financial 
research. The objective of an event study is to assess whether there are any abnormal 
or excess returns earned by security holders accompanying specific events e.g. 
earnings announcement, mergers announcement, stock split announcement, where 
abnormal or excess return is the difference between observed return and actual return 
(Mackinlay, 1997). 
An event study attempts to measure the effect of an observed event on the firm market 
value. [n general, the main purpose of any event study is to find empirical evidence 
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that shows whether a security performance is statistically different from what would 
be expected under the assumptions of one specific Return Generating Model (Radrigo 
& Sandoval, 2005). An event study in general can be presented as a research method 
that uses transactions data from financial markets to predict the financial gains and 
losses associated with newly disseminated information. Generally, event studies 
measure stock price reactions to events. Price reactions are represented by abnormal 
returns, which are stock returns adjusted for normal daily stock price and market 
index movements. Researchers examine test statistics to infer whether to attribute 
observed abnormal returns to chance or to the event under investigation. Rvent studies 
start with hypothesis about how a particular event affects the value of a firm (Tjurins 
& Nikitins. 2011). 
4.5.6.1 Methodology of Event Study 
• ldentify specific date of announcement and set it as an event point. 
• Determine the length of both event period and estimation period. 
• Collect the historical tiles of both share price and stock market index data. The 
data files should contain the calendar dates of both estimation period and event 
period. 
• Determine the precise day of the announcement and designate this day as 0. 
• Calculate the daily returns of both individual share price and market index data. 
• Calculate Alpha and Beta by using return generating model to the data from the 
estimation period. 
• Calculate Normal and Abnormal Return. 
• Calculate the (daily) abnormal returns in event period and derive cumulative 
abnormal return in event period. 
• Conduct significant test for the required results. 
• Present results and draw inferences and conclusion (Beverley, 2007). 
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Figure 4.4 Methodology of Event Study 
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Source: Mackinlay A.C. (1997). Event study in economics and finance. Journal of 
Economic Literature. hXVV, 13-39. 
4.5.6.2 Time Line of Event Study 
The time Tine for a typical event stud • is shown below in event time: 
Figure — 4.5 Time Line for Event Study 
Estimation Period 
	 I'ost Event Window 
Event late 
l ~, 	 •l t 	 0 	 T,  
Event Window 
Source: Mackinlav, A.C. (1997). Event Studies in Economics and Finance. Journal of 
Economic Literature. XXVV 13-39. 
J i'here, 
• The inierval TO — T, is the estimation period. 
• 11w interval T! — 7', is the event 'window. 
• The 0 is the event date. 
• The interval T' -- 1; is the post event window. 
• There is a/len a gap between the estimnulion and event periods (Mackinlay, 1997). 
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Define the Event Date: The event date is defined as the time when the market first 
learns of the relevant new information. 
Identify the Event Window; Once the event date is determine, the next step is to 
define the event window. the event window is the number of trading days preceding 
the following the event date that are considered necessary to capture both the leakage 
and the time needed for the data to effectively reach the market place. There is no set 
of number of days to include in the event window. It is a matter of judgment for the 
researcher. It is preferable to have the fewest number of days necessary in the event 
window. 
Define the Estimation Period: The estimation period is the time over which no event 
has occurred. It is used to establish how the returns should behave normally (i.e. the 
absence of the event) usually estimation period is chosen as some period before the 
event window. For example. if the event window is ten days before (referred to as - 
10) the event date (referred to as 0) and ten days after (referred to as +10) the event 
date, then the estimation period could he 30 days before the event window (referred to 
-40 to -11) 
• Calculation of Normal Return (Stock as well as Markel) 
• Calculation of Abnormal or Excess Return 
• Calculation of Expected Return 
• Calculation of Cumulative Abnormal Return 
• Calculation of Abnormal Return t-test. 
• Calculation of intercept (a) and Slope ((3) (Paldejong, 2011). 
Calculation of Normal Return (Individual Stock Price as vell as Market) 
Current Day Closing Price — Previous Day Closing Price 
RstxA Previous Day Closing Price 
Current Day Closing Market Price — PreviousDay Closing Market Price 
R '°' °  — 	 Previous Day Closing Market Price 
Where, 
= Current Doily Stock Return 
R, arF,., = Current Daily AIarket Rennin 
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Calculation of Abnormal Return! An abnormal return is the difference between the 
actual return of a security and the expected return. Abnormal returns are sometimes 
triggered by `events'. Events can include mergers, dividend announcements, stock 
split announcement. company earning aunouncemcnts: interest rate increases etc. all 
which can contribute to an abnormal return. Events can typically be classified as 
occurrences or information that has not already been priced by the market. In stock 
market trading, abnormal return is the difference between a single stock or portfolio's 
performance and the expected return over a set period of time. Abnormal return is a 
term which is used to describe the returns generated by a given security or portfolio 
over a period of time that is different from the expected rate of return (Investopcdia, 
n.d.). 
Abnormal Return = Actual Return — Expected Return 
Abnormal A(R,) or Excess Return E(R) = R E(R) 
Where, 
ER = Excess Return 
R = Actual Return 
E (R) = Expected Return. 
Calculation of Expected Return E(R) 
Expected Return (E(R)] = Alpha + Beta (R,,) 
E(R)=a +fl x (R,,) 
Where, 
E(R) — Expected Return 
Market Return 
Calculation of Cumulative Abnormal Return: Cumulative abnormal return (CAR) 
is the sum of all abnormal returns. it is usually calculated over small windows often 
only days. This is because evidence has shown that compounding daily abnormal 
returns can create bias in the results. 
Cumulative Abnormal Return = Sum ojAbnormal Return 
Calculation of Abnormal Return t-test: Abnormal return t-test is calculated to 
measure whether the impact of particular event on the market performance of 
company's share is significant or not (Paldejong. 2011). 
AbnonnalRetumt - test = Abnormal Return 
Standard Error 
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Calculation of Alpha (a) and Beta (p), Alpha and Beta are the two parameters 
estimates and are determined in estimation period. Alpha is the intercept of the 
regression line and stands for risk free rate. Beta is the slope co-efficient of the 
regression line and stands for systematic risk. Both are calculated with the help of 
estimation period data of stock return and market return. 
Calculations of Alpha and Beta 
LoZ(IL — R~)(R, — R,) 
a=R s —f3R,1 
Source: Tong, Lihuang. (2010). Event Study Analysis of Shore Price and Stock 
Marker index Data. Dissertation: Master of Science in Computing and Financial 
Markets. Department of Computing Science and Mathematics. University of Sterling. 
Where, 
R,, = Average Market Return 
R m =Market Return 
R5 =Stock Return 
R, = Average Stock Return 
4.5.7. Ratio Analysis 
The ratio analysis is most widely used tool in evaluation of financial performance. It 
is a technique of analysis and interpretation of financial position of a company. It is 
used as a device to analyze and interpret the financial health of enterprises (Sharma & 
Gupta, 2008). The object and utility of ratio analysis as a technique of financial 
appraisal is confined not only to the internal parties but also to the credit suppliers, 
bankers and lending institutions etc. Ratio analysis describes whether the firm's 
financial position is sound. the capital structure is in proper shape, the profitability is 
satisfactory, the credit policy in relation to sales and purchase is sound and the 
company is credit worthy or not. It highlights the liquidity, solvency, profitability and 
market position of a business concern (Sharma & Gupta. 1995). Ratio analysis lies in 
the process of computing, determining and presenting the relationship of items and 
groups of items in a simple and understandable form. It points out whether the 
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financial condition of the firm is very strong, good or partly good, questionable or 
poor. It is useful in assessment of the real financial condition of a concern so that a 
suitable remedial action can be taken. It helps in having a quick grasp of business 
situation and assists management in its basic tasks viz., forecasting, planning, 
coordinating, controlling and reporting (Agarwal, 2003). 
Accounting and financial ratios have been used extensively by the Researchers to 
analyze the financial performance. Sheela & Karthikeyan (2012) used liquidity, 
profitability, assets utilization and growth efficiency ratios in order to analyzed the 
financial performance of Pharmaceutical Industry in India. Goswami & Sarkar (2011) 
made a study of financial performance of the Tata Steel by using profitability and 
liquidity ratios. The ratios which have been applied to highlight the efficiency of 
working capital management are current ratio, quick ratio, current assets to total assets 
ratio, current assets to sales ratio, working capital to turnover ratio, inventory turnover 
ratio, debtors' turnover ratio and cash turnover ratio. Bhunia et al (201 1) analyzed the 
financial performance of two public sector drug, and pharmaceutical enterprises. They 
measured liquidity, solvency, profitability and financial efficiency of both firms by 
applying accounting ratios. Ravichandran (n.d.) analyzed the financial statements of 
Sundaram Clyaton Ltd. The Researcher used different accounting ratios such as 
liquidity, leverage, activity, profitability, coverage ratios and DuPont Analysis. Jhala 
(2007) in her Ph.D. thesis analyzed the financial performance of refinery industry of 
hndia using different accounting ratios. The Researcher used around 22 accounting 
ratios and a table of correlation matrix showing the relationship among these ratios. 
4.5.7.1. Liquidity Ratios 
Liquidity refers to the ability of a concern to meet its current obligations as and when 
these become due (Gupta & Sharma. 2014). Liquidity ratios reveal the ability of a 
firm to meet its current obligations when they become due. Short-term creditors are 
primarily interested in liquidity or short-term solvency of the enterprise since their 
claims are to be met in the short-run. The short term obligations are met by releasing 
amounts from current, floating or circulating assets. The sufficiency or insufficiency 
of current assets should he assessed by comparing them with short term liabilities. 
The bankers. suppliers of _goods and other short term creditors are interested in the 
liquidity of the concern (Tulsian, 2010). To measure the liquidity of' a firm, the 
following ratios can be calculated: 
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Current Ratio: It is a measure of general liquidity and is most widely used to make 
the analysis of short term financial position of a firm. A ratio equal or near to the rule 
of thumb of 2:1 is considered to be satisfactory (Gupta & Sharma, 2014). The formula 
of current ratio is: 
Current Ratio = Current Assets 
Current Liabilities 
Liquid Ratio: It measures the firm's capacity to pay off current obligations 
immediately. It is a more rigorous test of liquidity and as a convention a ratio of 1:1 is 
considered satisfactory. It is very useful to check the liquidity position of a firm. The 
formula of liquid ratio: 
Liquid Ratio — Liquid Assets 
Current Liabilities 
Cash Position Ratio: It portrays a company's available cash and marketable 
securities against outstanding debt. It measures the company's ability to pay its short-
term debts. A high ratio indicates a company with a low risk of default. Cash ratio is 
the most stringent and conservative amongst three liquidity ratios. It only looks at the 
company's most liquid short-teen assets, cash and cash equivalents which can be most 
easily used to pay oil current obligations. 
Cash and Marketable Securities 
Cash Position Ratio= 
Current Liabilities 
4.5.7.2. Profitability Ratios 
The primary objective of a business is to earn profit. Profit earning is considered to be 
essential for the survival of the business. Profits are thus a useful measure of overall 
efficiency of a btuiness firm. Profitability ratios reveal the earning position of a 
company. Generally, profitability ratios are calculated either in ielation to sales or 
investments. Profitability ratios related to sales include Gross Profit Ratio and Net 
Profit Ratio while in terms of investment consist of return on capital employed and 
return on net worth. 
Gross Profit Ratio: It measures the relationship of gross profit to sales and is usually 
represented as percentage. 
Gross Profit Ratio — Gross Profit x 100 
total Sales 
Operating Ratio: Operating ratio establishes the relationship between cost of goods 
sold and other operating expenses on the one hand and the sales on the other. It 
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measures the cost or operations per rupee of sales (Gupta & Sharma, 2014). The 
operating ratio can be used to determine the efficiency of a company's management 
by comparing operating expenses to net sales. It describes the relationship between 
total operating expenses and sales of the company. Total operating expenses include 
cost of goods. administrative expenses, financial expenses and selling expenses. It is 
used to discuss the general profitability of the concern. A business concern is said to 
be efficient if it is able to keep up the cost of goods sold and other operating expenses 
as low as possible in relation to the net sales affected. This ratio is used to treasure the 
operational efficiency of the managetnent_ A low operating ratio indicates high profit 
margins i.e., more operating profit. Lower operating ratio shows the higher profit vice 
versa (Accounting for management, n.d.). The formula of Operating ratio is as 
follows: 
Operating Cost Operating Ratio = 	 x I00 
Sales 
Where, 
Operating Cost — Cost of Goods Sold + Operating Expenses (Gupta & 
Sharma, 2014). 
Net Profit Ratio: Net profit ratio indicates the efficiency of the management in 
manufacturing, selling, administrative and other activities of the firm. This ratio is the 
overall measure of firm's profitability and is calculated as: 
Net Profit Ratio = Net Profit x 100 
Total Sales 
Return on Capital Employed: It is widely used to measure the overall profitability 
and efficiency of business. It is a prime test of business and measures not only the 
overall efficiency of business but also helps in evaluating the performance of various 
departments (Gupta & Sharma, 2014). Return on Capital Employed (ROCE) ratio also 
indicates whether the company is earning sufficient revenues and profits in order to 
make the best use of its capital assets (Singh & Yadav, n.d.). It helps in deciding 
future business policies for expansion and diversification. ROCE indicates the 
efficiency and profitability of a company's capital investments. ROCE should always 
be higher than the rate at which the company borrows otherwise any increase in 
borrowing will reduce shareholders' earnings, and vice versa; a good ROCE is one 
that is greater than the rate at which the company borrows. 
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Return on Capital Employed- Profit after Tax x 100 
Capital Employed 
Where. 
Capital Employed — Fixed Assets + Current Assets — Camera Liabilities 
A higher value of return on capital employed is favorable indicating that the company 
generates more earnings per rupee of capital employed. A lower value of ROCS 
indicates lower profitability. A company having less assets but same profit as its 
competitors will have higher value of return on capital employed and thus higher 
profitability. 
Return on Net Worth: It reveals the amount of return earned by investors on their 
investments. This return can be improved when a business buys back its own stock 
from investors or by using more debt and less equity to fund its operations. It 
measures how much return the company can generate for its equity shareholder's. 
Return on Net Worth — Profit after Tax x 100 
Share holder's Fund 
4.5.7.3. Solvency Ratios 
Solvency ratios present the ability of a concern to meet its long term obligations. They 
indicate a firm's ability to meet its fixed interests along with the costs and repayment 
schedules associated with long term borrowings. 
Interest Coverage Ratio: It indicates the number of times interest is covered by the 
profits available to pay the interest charges. Long term creditors are interested in 
knowing the firm's ability to pay interest on their borrowings. 
Interest Coverage Ratio — Profit before Interest and Tax 
Interest Expenses 
Proprietary Ratio: Proprietary Ratio establishes a relationship between shareholder's 
funds and the total assets of the firm. It is an important ratio for determining long term 
solvency of the firm. 
Shareholder's Fund 
Proprietary Ratio 
Total Assets 
(Pillai and Bagavathi, 2008). 
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Figure - 4.6 Accounting Ratios 
Source: Gupta, S. K., & Sharma, R. K. (2007,). Management accounting: Principles 
and procdce (10`h Ed.). New Delhi, India: Kalyani Publishers. 
4.6. Statistical Tools 
The role of statistical tools is important in analyzing and interpreting the data and 
drawing inferences. Every analysis does involve the use of various statistical 
techniques. The tools of statistics were implemented in research by the means of 
software's viz. MS-Excel and Statistical Package for the Social Sciences (SPSS) 
along with their respective graphical presentation. Some of the important statistical 
techniques that have been applied in the research for financial analysis are as follows: 
4.6.1. Descriptive Statistics 
Descriptive statistics are used to describe the basic features of the data in a study. 
They provide simple summaries about the sample and measures.'l'ogether with simple 
graphics analysis. they form the basis of virtually every quantitative analysis of data. 
Descriptive statistics is the term given to the analysis of data that helps describe, show 
or summarize data in a meaningful way such that, for example. patterns might emerge 
from the data. Descriptive statistics are very important because if'the data is presented 
simply it would be hard to visualize what the data was showing. especially if there 
was a lot of it. Descriptive statistics therefore enables to present the data in a more 
meaningful way. which allows simpler interpretation of the data. Diagrams and 
graphs are visual aids which give a bird's eye view of a given set of numerical data. 
They present the data in simple readily comprehensible and intelligible form. 
115 
Graphical presentation of statistical data gives a pictorial effect instead of just a mass 
of figures. They depict more information than the data shown in the table which 
throws light on the existing trend and changes in the trend of the data (Cliandarana, 
2008). The descriptive statistics include numbers (N), mean, Standard Deviation (a) 
and variance. 
4.6.2 Cor relation 
Correlation is a statistical technique that can show whether and how strongly pairs of 
variables are related. Correlation analysis attempts to determine the degree of 
relationship between variables. 11 is used in deriving precisely the degree and 
direction of relationship between variables like price and demand, rainfalls and crops 
ycild etc. It is used in developing the concept of regression and ratio of variables 
which helpin estimating the values of one variable for a given value of another 
variable (Patri & Patri, 2011). 
4.6.3. Linear Regression Analysis 
Regression analysis is a statistical measure that attempts to determine the strength of 
the relationship between one dependent variable usually denoted by Y and a series of 
other changing variables known as independent variables denoted by X. Regression 
analysis is a statistical tool for the investigation of relationships between variables. 
Usually, the investigator seeks to ascertain the causal effect of one variable upon 
another, the effect of a price increase upon demand, for example, or the effect of 
changes in the money supply upon the inflation rate. To explore such issues, the 
investigator assembles data on underlying variables of interest and employs regression 
to estimate the quantitative effect of causal variables upon the variable that they 
influence. The investigator also typically assesses the statistical significance' of 
estimated relationships, that is, the degree of confidence that a true relationship is 
close to the estimated relationship (Sykes, n.d.). 
Regression analysis is one of the most commonly used statistical techniques in social 
and behavioral sciences as well as in physical sciences. Its main objective is to 
explore the relationship between a dependent variable and one or more independent 
variables. Linear regression explores relationships that can he readily described by 
straight lines or their generalization to many dimensions. A surprisingly large number 
of problems can he solved by linear regression, and even more by means of 
transformation of the original variables that result in linear relationships among the 
transformed variables. 
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Regression analysis is a statistical technique for estimating relationships among 
variables. It includes many techniques for modeling and analyzing several variables, 
when focus is on the relationship between a dependent variable and one or more 
independent variables. More specifically, regression analysis helps one understand 
how the typical value of the dependent variable changes when any one of the 
independent variables is varied, while the other independent variables are held fixed. 
Most commonly regression analysis estimates the conditional expectation of the 
dependent variable given the independent variables that is the average value of the 
dependent variable when the independent variables are fixed. Regression analysis is 
widely used for prediction and forecasting, where its use has substantial overlap with 
the field of machine learning. Regression analysis is also used to understand which 
among the independent variables are related to the dependent variable, and to explore 
the fonts of these relationships (Patri & Patri, 201 1). 
A number of commonly used accounting, financial, statistical tools and techniques for 
financial performance evaluation have been discussed in this chapter. After their 
description, the tools and techniques are employed by the Researcher on the available 
data of MM'CC in the next chapter which also has the detailed discussion, analysis, 
interpretation of the financial performance of the MMTC. 
if►I 
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In the last chapter we have discussed the conceptual framework of tools and 
techniques for evaluating financial performance of any organization. In this chapter 
we will apply all required tools and techniques to analyze and evaluate the financial 
performance of MM IC Ltd. 
Performance evaluation is usually related to how effectively and efficiently a 
company can manage its assets, equity, liabilities, revenues and expenses. Financial 
appraisal is a comprehensive process of making an analytical study of the financial 
and operational data obtained from the Profit & Loss Account and the Balance Sheet 
of the company. It is a study of the continuous flow of accounting cycle which starts 
with classification, recording, presentation and analyzing the data and ends on 
interpretation of results obtained from this analysis. The analysis and interpretation of 
the financial statements provides information that aids the decision making process of 
business managers, investors, creditors as well as other groups who are interested in 
knowing the financial status and operating results of the company (Sheela & 
Karthikeyan, 2012). 
5.1. Analysis of Financial Statements of MMTC Ltd. 
Financial analysis is the process of identifying the financial strengths and weaknesses 
of a concern by properly establishing relationship between the items of the income 
statement and balance sheet (Gupta and Sharma, 2014). The main purpose behind the 
financial performance evaluation of MMTC Ltd. is to diagnose the information 
contained in financial statements so as to judge the profitability and limmcial 
soundness of the company. Different methods have been employed to analyze the 
financial performance of MMTC ruing its financial statements which include 
common size statements analysis, comparative financial statement, analysis and ratio 
analysis. 
5.1.1. Cummun Size Financial Statements Analysis 
In common size financial statements analysis, the figures are shown in terms of 
percentage of total assets, total liabilities and total sales. The total assets are taken as 
100 and different assets are expressed as percentage of the total. Similarly, various 
liabilities are taken as a part of total liabilities. The financial performance of MMTC 
Ltd. has been analyzed with the help of common size financial statements which has 
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been made covering the entire study period with an equal interval of four years from 
1991-92 to 2011-12. 
The income statement gives the results of the operations of a business. In Common 
Size Income Statement. each item is reported as a reference to the sales of the 
company. This statement is designed by converting all the items of the income 
statement into percentage of the total sales. A significant relationship can be 
established between items of income statement and volume of sale. Income Statement 
shows overall picture of the financial operations of a company (Sharma & Gupta, 
2014). The common size income statement analysis of MMTC Ltd is as follows: 
Table -5.1 Common Size Income Statement of MMTC Ltd 
(Rs. its Crure) 
1991- 	1995- 1999- 	2003- 21107- 	2011- 
Parliculars 	 92 	96 00 	04 08 	12 
8116 6224 4697 9099 26423 66325 Sale 
99.80) (99.44 97.81 (99.53) (99.69) (98.92) 
16 36 105 43 so 727 Other Trade Earnings 
0.20 0.60 (2.19) (0.30) (108) 
8132 6260 4802 9142 26503 67052 Total Sale 
100 (100) (100) (100) (100) 
"66 6168 4700 8979 26073 66775 Cost of Sale 
98.54 97.88) (98.22) (98.38) (98.50) 
266 92 102 163 430 277 Gross Profit 
(3.27) (1.47) (2.12) (1.78) (1.62) (0.41) 
98 1 	11 83 67 262 727  Operating Income 
__ (1.21) (1.77) (1.73) (0.73) (0.99) (1.08) 
364 203 185 230 692 1004 
(4.48) (3.22) (3.85) (2.52) (2.61) (1.50) 
198 150 174 149 365 928 Operating Expenses 
(2.43) (2A3) (3.62) 1.63 (1.38) (1.38) 
166 53 11 81 327 76  Profit Before Tax 
(2.45) (0.85) (1122) (0.89) (1.23) (0.11) 
116 6 2 8 124 53 Tax 
(1.43) (0.09) (0.04) (0.09) (0.47) (0.08) 
Profit After Tax 5D 
(1.02) 
41 
(0.75) 
9 
(0.19) 
73 
(0.79) 
203 
(0.76)  
23 
Source: Annual Reports of MMJC Ltd. froni 7991-92 to 2Ui1-12 
(Figures shown in brackets present the contribution of each item to ,vale) 
(Figures of each item of income statement have been taken into consideration for a 
Jour years gap) 
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Table 5.1 exhibits the common size income statement of MM I C' Ltd from 199)1-92 to 
201 1-12. It portrays that cost of sales of the company covers most of the part of total 
sales throughout the study period and the share of gross profit is comparatively low. 
The cost of goods sold was 96.72 per cent of sales in 1991-92 which experienced 
slight fluctuation during the first decade of the studs' and constitute 97.88 per cent in 
1999-2000. further. it seems to be constant during the second decade of the study and 
it stood at 98.50 per cent of sales in 2011-12 which reveals that the maximum revenue 
of M%I C Ltd. is utilized for financing the direct expenses and therefore. high cost of 
goods sold leads to low gross profit margins. It is observed that MMTC Ltd. is more 
incased on expanding sales than profit margins and consequently despite Of robust 
growth in sale, profitability of the company remains a matter of concern. 
The above table points toward to the poor profitability of M\11 C Ltd. during the 
whole period of study. Gross profit was 3.27 per cent of total sales in 1991-92 which 
1J1 down over the years and reached to 2.12 per cent in 1999-2000. Further, it was 
continuously declining and till the end of the study period i.e. 201 1-12. it reached its 
nadir i.e. of 0.41 per cent of sales in 2011-12. Operating income constitutes 1.21 per 
cent of sales in 1991-92 which was marginally increased till the end of the first 
decade and stood at 1.73 per cent in 1999-2000. It was only 0.99 per cent of sales in 
2007-08. Operating expenses of the company was 2.43 per cent in 1991-92 which 
increased to 3.62 per cent of sales in 1999-2000, indicating the expansion of business 
operations by MMTC. Second decade of the study experienced declining in operating 
expenses and stood only 1.38 per cent of sales in 2011-12. Profit after tax was 1.02 
per cent of sales in 1991-92. which decreased continuously and mark only 0.19 per 
cent in 1999-2000. In second decade. it showed a fluctuation and turned to negative 
profit of 0.03 per cent in 2011-12. From the above analysis, it is cleared that MM i'C 
was operating with high cost of' goods sold which resulted in low profitability 
throughout the study period. 
In common size balance sheet, each asset is expressed as the percentage of total assets 
while each liability is expressed as the percentage of total liabilities. The common size 
balance sheet of MMTC Ltd has been made by considering the entire study period 
with an equal gal) of four years from 1991-92 to 2011 -12. 
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"fable - 5.2 Common Size Balance Sheet of MMTC Ltd 
(R.S. in C ro e) 
Ltabilitics 	 1991-92-_i 1995- 	 (111 
	
9G 1999- 	211(13-04 21107-08 2(111-12 -- ~ 	 J0 	50 
	
;O 	~fl 	j0 	l 1111 
Share Capital 
(1.87) 	(3.11) 	(3.64) I (1.17) 	(0.55) 	(0.78) 
377 	579 	607 	622 	980 	1321 
Reserve & Surplus 
(14.08) 	(35.99) 	(44.18) 1 (14.51) ~ (10.83) 	(10.37) 
427 	629 	657 	672 	1030 	1421 
Shareholder's  h thold i' and 
(15.94) 	(39.09) 	(47.82) 	(15.68) 	(11.38) 	(11.15) 
2045 	696 	469 	3174 	4527 ! 10968 
Current Liabilities 
(76.36) (43.26) (34.13) (74.03) (50.04) (86.07) 
65 	35 	31 	40 	292 	212 Provisions 
(2.43) 	(2.18) 	(2.26) 	(0.93) 	(3.23) 	(1.66) 
141 	249 	217 	401 	3198 	142 Long Term Debt 
(5.27) 	(15.48) 	(15.79) 	(9.35) 	(35.35) 	(1.11) 
2251 	980 	717 	3615 	8017 	11322 
Total Liabilities 
(84.06) (60.91) (52.18) (84.32) (88.62) (88.85) 
2678 	1609 	1374 1 4287 	9047 	12743 
Total Liabilities & Equity 
(100) 	(100) 	(100) 	(100) 	(100) 	(100) 
Assets 	- 1991-92 1995-96 1999-00 2003-04 2007-08 2012-63~ 
C 	
'`~ 	
49 	;l)4 	819 	59
5,E 	285 
ash  
(7.58) 	(3.05) 	(22.13) 	(65.76) 	(65.79) 	(22.39) 
Accounts Receivable 1675 	501 	210 1 456 	1445 	
2771 
(62.55) 	(31.14) (15.28) 	(10.64) 1 (15.97) 	(21.75) 
Loan & Advances 	 129 	
286 	541 	548 1 673 	4419 
(4.82) 	(17.78) 1 (39.37) 	(12.78) 	(7.44) 	(34.68) 
Inventory 415 	501 	188 	163 	553 	924 
(15.5) 	(31.14) 	(13.68) 	(3.8) 	(6.11) 	(7.25) 
Interest Accrued on 	 7 	2 	11 	69 	25 	1028 
Investment / Misc. Exp. 	(0.26) 	(0.12) 	(0.8) 	(1.61) 	(0.28) 	(8.117) 
Total Current Assets 	2429 	1339 
	1254 	4055 	8648 	11995 
(90.7) (83.22) (91.27) (94.59) (95.59) (94.13) 
Property. Plant & Equipment 16 	18 	32 	34 	144 P 281 
(0.6) 	(1.12) 	(2.33) 	 0.79 	(1.59) 	 2.21 
Investment 	 233 	252 	88 	198 
	255 	467 
(8.7) 	(15.66) 	(6.4) 	(4.62) 	(2.82) 	(3.66) 
Total Fixed Assets 	249 	270 
	120 	232 	399 1 748 
(9.3) 	(16.78) (8.73) 	(5.41) 	(4.41) I (5.87) - •  
"Total Assets 	2678 	1609 	1374 	4287 	9047 	
12743 
(100) I (100) 	(100) 	(1110) 	(111(1) 	(100) 
."ource: it nnua/ Reports U/ :LLIt 1( Lii. Iron, 1991-9? to ?O11-1 ' (l' i iel'c.s .s/1U1171 111 
brackets /)reseltl the contribution 0J each item to total Liabilities as well as assets) 
(Figgures at each item tl/ , hcrlarnvc' slice! have been taken into consideration far a_/our 
}'eu?.s gap) 
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'Fable 5.2 shows the common size balance sheet of MMTC from 1991-92 to 2011-12. 
The above analysis reveals that the current liabilities cover the major part of total 
liabilities of MMTC. In 1991-92. the current liabilities of MMTC constitute 76.36 per 
cent of total liabilities which declined during the first decade of the study and stood at 
34.13 per cent in 1999-2000. In the second decade, current liabilities fluctuated and 
finally in 2011-12. they constitute 86.07 per cent of total liabilities indicating that the 
company was using short term obligations in financing its operational activities. 
Long term debt of MMTC was only 5.27 per cent of total liabilities in 1991-92 which 
increased over the first decade and consist 15.79 per cent in 1999-2000. There was a 
lot of fluctuation during the second decade of the study and finally it was only 1.11 
per cent in 2011-12. Shareholders' fund of the company constituted 15.94 per cent of 
total liabilities in 1991-92 which increased during the first decade and stood at 47.82 
per cent in 1999-2000. Further, shareholders' fund of MMTC experienced declining 
trend in second decade and consist only 1 1.15 per cent of total liabilities in 201 1-12. 
From the analysis, it is evident that the current assets cover a major portion of total 
assets throughout the study period. It shows that the company has enough working 
capital to meet its short term obligations. Current assets constituted 90.7 per cent in 
1991-92 which were marginally increased during the first decade of the study and 
reached 91.27 per cent of total assets in 1999-2000. Further, there was an increasing 
trend and finally it stood at 94.13 per cent of total assets in 201 1-12. Fixed assets 
constitute low portion of total assets during the entire study period. They were only 
9.3 per cent of total assets in 1991-92 which decreased in 1999-2000 and contributed 
8.73 per cent. Further, it kept falling and constitutes 5.87 per cent of total assets in 
2011-12. The analysis reveals that the company has very low investment in property, 
plant and equipments as its share is only 0.6 per cent in 1991-92 Which fluctuated 
over the years and finally reached at 2.21 per cent of total assets in 2011-12. It can be 
concluded that being a trading company. MMTC Ltd is maintaining large proportion 
of current assets. 
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5.1.2. Common Size Statement of Business Practices 
MMTC Ltd. is an internationaltrading company of Indian Government. It is engaged 
in export, import and domestic trade of minerals, metals and other allied products. 
Total turnover is the composite outcome of export, import and domestic trade figures. 
In order to measure the business performance of each year from 1991-92 to 2012-13, 
the trading activities of MMTC Ltd have been analyzed through common size 
statement taking the total turnover as 100. 
Table 5.3 Statement Showing C rotvth and Common Size Statement of 
Business Practices of MMTC Ltd. 
(RS. in Crure) 
Domestic Year Export Import Trade Total Turnover 
1787 6241 88 8116 1991-92 
(22.02) (76.90) (1.08) (100) 
199 	93 1675 	 3369 79 	 5123 
(32.70) 	(65.76) (1.54) (100) 
1371 1699 147 	 3217 
1993-94 
(42.62) (52.81) (4.57) 	 100 
232 	 5262 1994-95 1368 3662 
(26.00) (69.59) (4.41) (100) 
1376 4451 398 6225 
1995-96 
(22.10) (71.50) (6.39) (100) 
1137 3407 195 4739 
1996-97 (23.99) (71.89) (4.11) (100) 
1997-98 1187 3132 155 4474 
(26.53) (70.00) (3.46) (100)  
1998-99 1040 3146 67 4253 
(24-45) (73.97) (1.58) (100) 
1999-00 1154 3527 17 4698  
(24.56) (75.07) (0.36) (100) 
2000-01 1604 3641 57 5302 
(30.25) (68.67) (1.08) (100) 
2001-02 1729 5481 34 7244 t23.87) (75.66) (0.47) (100) 
2336 3732 158 6226 2002-03 
(37.52) (59.94) (2.54)  (100) _ . 
2003-04 1891 6679 529 9099 (2078). (73A0) (5.8]) (100) 
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2004-05 '0'1 11033 1060 15124 
(20.04) (72.95) (7.01) (100) 
2005-06 2925 11786 1521 16232 
(18.02) (72.61) (9.37) (100) 
3413 18608 1281 23302 
2006-07 (14.65) (79.86) (5.50) (100) 
2007-08 3911 20450 t 	2062 26423 (14.80) (77.39) (7.80) (100) 
2008-09 4576 30696 1550 36822 
` (12.43) (83.36) (4.21) (100) 
2009-10 3222 39969 1932 45123  (7.14) (88.58) (4.28) (100) 
2010-11 3693 63301 1860 68854 
(5.36) (91.94) (2.70) (100) 
"'011-12 2045 61042 2842 65929 ` (3.10) (92.59) (4.31) (100) 
2012-13 2980 20954 4482 28416  (10.49) (73.74) (15.77) (100) 
Source: Annual Reports cif - MMTC ',from 1991-92 to 2012-13 
(Figures in brackets shorn the share oyeach activity to total cur-noier) 
Table 5.3 exhibits the growth and Common Size Statement of business activities of 
MMTC Ltd. from 1991-92 to 2012-13. Total turnover is the sum of export. import 
and domestic trade of MM1'C Ltd. In 1991-92, export contributed 22.02 per cent in 
total trade while contribution of import and domestic trade was 76.90 per cent and 
1.08 per cent respectively. In 1999-2000, the export constituted 24.56 per cent of total 
turnover, contribution of import was 75.07 per cent and domestic trade was only 0.36 
per cent of total trade of the company. 
The contribution of export was decreased during the second decade of the study and it 
constituted only 10.49 per cent of total turnover in 2012-13 while import consist 
73.14 per cent of total trade. Domestic trade of MMTC was increased significantly 
and constituted 15.77 per cent of total turnover in 2012-13. The company has focused 
more on import in comparison to other trade activities. It is clear from the analysis 
that company has concentrated on import rather than export or domestic trade during 
the study period. The company is weak on export front and export performance was 
more or less constant in the first decade. The company's import rose sharply and 
contributed more than 80 per cent of the total trade volumes, whereas, the export fell 
below ten percent in recent years. Company also improved its domestic trade in 
second decade, the share of which was insignificant in the earlier period of the study. 
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Its domestic operations rose about l5 per cent in 2012-13 due to expansion of the 
business in bullion. 
It is discernible from the table that import contributed maximum percentage of share 
in total turnover. The trend is showing wide fluctuation in the growth of domestic 
trade. The percentage share of domestic trade in total turnover is very low. From the 
analysis, it can be concluded that business performance of NIM i'(' l.td. in terms of 
export. import and domestic trade is quite fluctuating and import constitutes a 
significant portion in total turnover. Domestic trade also improved in the later part of 
the study while contribution of export in total turnover is not significant during the 
period under study. 
5.1.3. Comparative Financial Statements Analysis 
The comparative financial statement analysis reveals the financial position of a 
company at different periods of time. The elements of financial position are shown in 
a comparative form so as to give an idea of financial position during two or more 
periods (Gupta and Sharma. 2014). The comparative income statement gives an idea 
of the progress of a business over a period of time (Gupta & Sharma, 2014). Analysis 
of comparative financial statements of' MN1TC Ltd. has been made in order to 
evaluate the financial performance of MM I'C Ltd. by considering whole study period 
With four years' gap equally from 1991-92 onwards and comparing the values of 
individual item related to financial statements. 
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Table— 5.4 Camparati~e Income Statement of 1111TC Ltd 
(Rs. in (core) 
Particulars 
Sale 
1991-92 	1995.96 	%Ineldec 1999-00 
8116 	6224 	-23 	4697 
°% Inc'dee 	2003-04 
-25 	9099 
%Ineldec 1007.08 1 	%lnc/dec 2011-12 	/sInc'dee 
91 26423 190 66325 	I, 
Other Trade Earnings 16 	36 	125 105 192 43 -59 80 86 X27 	809 
Total Sale 8132 	6260 	-23 4802 -23 9142 90 26503 190 67052 153 
Cost of Sale 7866 	6168  .22 700 21 8979 91 26073 Iqp 66775 156 
Gross Profit 266 	92 	•6; 
98 	111 	13 
102 II 163 60 430 164 217 	-36 
Orating Income 83 .25 67 -19 262 291 727 117 
364 	203 -44 185 -9 230 24 692 201 10 a5 
O eratim; Es enses 198 	ISO -24 174 16 149 -14 365 145 928 154 
Profit Before Tax  	166 	53 -68 II -79 81 636 327 304 76 -7] 
Tax 	 116 	6 -95 
- 
2 -67 8 300 114 1450  -51 
Profit After Tax 	;0 	47 -6 9 -81 13 711 203 178 23 -89 
Source: Annual Reports of .lilfT(' Lid. from 1991.92 to 011-12 
Table 5.4 shows income statement of MM'I'C Ltd. from 1991-92 to 1.011.12. Total sale of the company was Rs. 8110 crore in 1991.92 which 
declined twice by 23 per cent in 1995-96 and 1999-2000 respectively. Further, it registered an impressive groi~th in remaining period of the 
study as it was Rs. 4802 crore in 1999.2000 which reached to Rs. 67652 crore in 2011-I?. It indicates enhancement of business operations of 
MMTC Ltd during the later parr of the studi period. Cost of sales experienced a declining trend in first decade of the stud'. Therealier, it as 
robustly increased in rest of the study period and it can be stated that cost of sale follows the same pattern as that of sale throughout the study 
period. Gross Profit amounted Rs. 266 crore in 1991-91 which decreased by 65 per cent in 1995-96. Further, it registered a significant groih 
and reached Rs.102 crore in 1999-2000. In later part of second decade of the study period, gross profit decreased by 36 per cent which showed 
the impact of global recession on business operations of the company. The position of profit before tax and profit after lax is as same as gross 
profit during the whole period of the study. Profit after tax was Rs. i0 crore in 1991-92 which decreased during the first decade of the study and 
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stood oniv Rs. 9 crore in l999•2000. Further. it increased and finally reached to Rs. 71 crore in 20l 1-1 2. From the above analysis. it has been 
ohsened that the M \l lC is focusing on accelerating the business operations and revenue generation rather than profit margins throughout the 
stud%, period. It is clear that the profit earning is not the primary concern for the company. 
The comparative balance sheet analysis is the studs of the trend of the same items in two or more balance sheets of the same business enterprise 
on dillerent periods. The balance sheet of M M'l (' I (d is analyzed as under: 
Table - 5.5 Comparative Balance Sheet of 11 \IT( Ltd 
I R. in Crow 
and Shareholders' Eoil y 
Share Ca ital 
1991.92 
50 
1995.96 %lnr,!dec 1999-00 %Incidec 2003-04 	%Inefdec 2007-08 %Inc'dec 
0 
2011• 
1. 
100 
Ineidec 
100 50 	0 	50 0 	50 	0 	50 
RCs~ne & Su 	Ius 377 579 54 601 S 622 2 980 58 1321 35 
MIiarchofdcr's Fund 
Current 1..L61lities 
427 
2045 
629 
696 
47 
-66 
657 4 672 
3174 
2 
c77 
1030 
4c_ 
53 
43 
1421 
IRS 
38 
142 469 	-33 
Provisions 65 35 46 31 -II 40 29 292 630 213 -27 
Loan 141 249 77 217 -13 401 85 3198 698 142 •96 
Totall.i.►I►ilitrs 
Total Liahititk 	& Equity 
2251 
2678 
980 
161)9 
56 
.40 
717 
134 
.27 
-I. 
3615 
d?S' 
404 81117 
9047 
122 
Iii 
I 	32 
I243 
,Jill 
4! 
4! 212 
Assets 1991.91 1995-96 1999.00 :01 13-lla 
°/alneldee 
2907.08 
°Jolnc,dec 
12 
°~QIxder 
Cash 203 49 •75.86 304 520.41 2819 827.; 5952 111.14 285 52.07 
Accounts Receivable 1675 501 -70.09 210 -58.08 456 117.14 1115 316.89 2771 ~' 	91.76 
Loan & Advances 129 286 121.71 14l 89.16 548 1.29 673 22.81 4419 	156,61 
Inventory 415 501 20.72 188 •6.2.48 163 -13.3 553 239.26 924 67.09 
Interest Accnid on Investment 	Misc. Ex p. 7 3 •71.43 11 450 69 527?7 ?c .63 ^; 1028 4012 
_Total Current .Assets 2429 1339 -44.87 1254 -6.3; 223.37 8648 I 13.2 11995 3&70  
Proem, Plant & Equipment 16 I 8 12.5 I 	3_ 156 
4063 
rt 34 6?5 144 323.53 28! 95.14  
lovsumenl 233 252 8.IS 88 -05.08 198 125 	255 ?8.79 467 	Bi.l4 
IotalFixedAsse~s 249 270 8.43 120 -55.56 232 9133 	399 7198 lr8 	81-47 
TotalMstts 2678 160 -4 1371 -IS 4287 211.01 	9047 III.03 	112743 	40.85 
Source: Annual Rs,9om ofMMIC from 1991.92 1020)1-12  
Table 5.5 articulates the comparative balance sheet of h9MTC Ltd. It is evident from the table that the current liabilities of the company 
decreased duria the first decade while it increased significantly during the second decade of the study period. It clearly shows that the company 
his preferred to take loan in place of any other source of finance. The share capital of MMTC Ltd. remained 50 emre from 2006 to 201 h. It has 
just doubled in 2011 because the company split its shares from one share of Rs. I o to Re, I in 2010 and gives one bonus share to existing 
shareholders. Reserve and Surplus of the company registered an increasing nBd throughout the study period. Total liabilities of MMTC W. 
declined in the firstdeeade of the study as they were R. 2251 crore in 1991-92 which reduced by 46 per cent in 1995-96 and stood at Rs. 980 
crone. Further, it declined in 1999.25704 and was only Rs. 717 crore decrease of about 27 per cent. But total liabilities of MM IC Ltd. have 
increased in second decade and stood at Rs. 11322 crore in 2011-I2 which shows that the company became more dependent on outside liabilities 
for its business operations. The co:apany has registered a waving trend in its current assets throughout the period under study. Total current 
assets declined in the first decade of the period under study. It decreased by 44.87 and 6J5 per cent in 1995-96 and 1999-2060 respectively. 
However, current assets registered a signifieanl growth in second decade of the study as (heir values rose to Rs. 4055 crane in 2003-04, There 
was a fuvtlier increase in the value of cssers and it stood at Rs. 11995 crone in 2011-12. The cash position of the company appeared good from 
1999-00 to 290'-U8 as it registered a positive growth. In second decade o!f the study the company sold its products on credit basis as it showed 
an increasing amount of accounts receivables. The fixed asset of the company grew by 8.43 per cent in 1995-96 and decreased by 55.56 per cent 
in 1999-2000. Further, it has registered a growth in subsequent decade of the study period- Total assets of the compai>v decreased during the first 
decade while increased in the Iuliowing decade of the study period. 
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5.1.4. Comparative Statement of Business Practices 
MMTC Ltd. is a leading public sector trading company of India. The plain activities of 
the company include import and export of minerals, metals and other allied products. In 
recent years, MMTC Ltd has focused on the domestic trade extensively. The growth and 
performance of businessactivities of MM'I C may be analyzed as under: 
Table 5.6 Statement Showing Comparative Statement and Growth of Business 
Practices of MMTC Ltd. 
_ 	- Chance 	 Change 
Year I Export 	 Import 
in % 	 in bo 
1991-92 	1787-6241 	- 
1992-93 	1675 	-6.27 	3369 	-46.02 
(RS. in (role) 
Domestic Change Total Chan-  `=ems 
Trade in % (mover in °,o 
88  8116 
79 -10.23 5123 -36.89 
1993-94 1371 	-18.15 1699 -49.57 	147 186.08 3217 -37.I9 
1994-95 1368 	I 	-0.22 3662 115.54 232 57.82 5262 63.60 
1995-96 1376 0.58 4451 21.55 398 71.55 6225 18.26 
1996-97 1137 -17.37 3407 -23.46 195 -51.01 4739 -23.91 
1997-98 1187 4.40 3132 -8.07 155 -20.51-1-  4474 -5.55 
1998-99 1040 	-12.38 3146 0.45 67 -56.77 4253 -4.92 
1999-00 1154 	10.96 3527 12.11 17 -74.63 4698 10.44 
2000-01 1604 	38.99 3641 3.23 57 235.29 5302 12.88 
2001-02 1729 7.79 5481 50.54 34 -40.35 7244 36.63 
2002-03 2336 35.11 3732 -31.91 158 364.71 6226 -14.05 
2003-04 1891 -19.05 6679 78.97 529 234.81 9099 46.15 
2004-05 3031 	60.29 11033 65.19 	1060 100.38 	15124 66.22 
2005-06 2925 	-3.50 11786 6.82 	I 	1521 43.49 16232 8.19 
2006-07 3413 16.68 18608 57.88 1281 -15.78 23302 42.42 
2007-08 3911 14.59 20450 9.90 	2062 60.97 26423 13.39 
2008-09 4576 	17.00 30696 50.10 	1550 -24.83 36822 39.35 
2009-10 3222 	-29.59 39969 30.21 	1932 24.65 	45123 22.55 
2010-1 1 3693 	14.62 63301 58.38 	1860 -3.73 fl68854 52.59 
2011-12 2045 -44.63 61042 -3.57 rt- 	2842 52.80 	65929 -4.25 
2012-13 2980 	45.72 20954 -65.67 	4482 57.71 	28416 -56.89 
Source: Annual Reports oPrMAYT''. fr•om 1991-92 to 2012-13 
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Table 5.6 shows the comparative statement and growth of trade practices of MMTC: Ltd. 
from 1991-92 to 2012-13. The export shows a negative growth during the first decade 
which fell from Rs. 1787 crore in 1991-92 to Rs. 1376 crore in 1995-96 and further 
declined at the end of first decade to Rs. 1154 crore in 1999-2000. However, in the 
beginning of the second decade, the export figure improved from Rs. 1891 crore in 2003-
04 to Rs. 3911 crore in 2007-08. The export of MMTC Ltd. was at its peak in 2008-09 
when it reached to Ks. 4576 crore. However, in 2011-12. the company experienced a 
negative growth when the decrease in export was as low as 45 per cent. Moreover, in the 
last year of the study i.e. 2012-13, the export recovered and amounted to Rs. 2980 crore 
from Rs. 2045 crore in 2011-12 showing a growth of 45.72 per cent. On the basis of the 
analysis, it is clear that company failed to enhance its export considerably and the 
increase is not of much significance. 
The import of MMTC Ltd. seems fluctuating during the first decade of the study whereas 
it stood at Rs. 6241 crore in 1991-92. It further reduced to Rs. 4451 crone in 1995-96 and 
by the end of the first decade the import value was Rs. 3527 crore in 1999-2000. 
However, in the beginning of the second decade, import registered a robust growth and 
rose from Rs. 3641 crone in 2000-01 to Rs. 6679 crone in 2003-04 and further to Rs. 
20450 crore in 2007-08. The import has been as high as Rs. 61042 crone in 2011-12. It is 
observed from the analysis that while MMTC Ltd. succeeded in keeping a control on its 
import in the first decade of the study, the next decade saw a sharp increase in the imports 
of the company. 
Domestic trade of the company has a marginal share in the total trade during the entire 
study period. 'though, the percentage of domestic trade shows a high growth however, 
the absolute figure indicates that this growth was not adequate, The share of domestic 
trade was Rs. 88 crore in 1991-92 and Rs. 398 crone in 1995-96 but thereafter it 
experienced a. decline of Rs. 17 crore in 1999-2000. The domestic trade again shows a 
robust growth in absolute term as it improved from Rs. 529 crore in 2003-04 to Rs. 2842 
core in 2011-12. However, the last two years of the study indicates to an increased focus 
on domestic trade. The company's domestic trade rose to Rs. 4482 crone in 2012-13 
showing a growth of 57 per cent over previous year. Although, the company has made 
considerable efforts in improving its domestic trade, its share in total turnover did not 
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gain any significance as compare to its international trade. Hence, it can be concluded 
that the composition of domestic trade rose significantly but its share in total turnover 
still remained insignificant. This trend indicates that company is not very much focusing 
on expanding its domestic operations. 
On the basis of analysis, it is clear that MMTC registered a considerable growth in total 
turnover specifically in the second decade of the study. The turnover of the company 
declined in first decade as it was Rs. 8116 crore in 1991-92 which reduce to Rs. 6255 
emre in 1995-96 and further it decreased to Rs. 4698 crore in 1999-2000. But thereafter 
the company picked up pace and its growth in total turnover was considerably high. The 
turnover risen sharply from Rs. 9099 crone in 2003-04 to Rs. 26423 crone in 2007-08 and 
further to Rs. 65929 crore in 2011-12. The last year of the study i.e. 2012-13, shows the 
decline in total turnover which falls to Rs. 28416 crore. From the analysis, it is cleared 
that the company manage to register a high growth in total turnover riding on robust 
growth in import figure but failed to maintain a considerable growth rate for much 
needed export. Therefore, it may he concluded that the company expanded its business 
operations specifically through improved turnover but the growth in turnover was largely 
based on imports and domestic trade which is not a good sign. 
5.2. Economic Value Added (EVA) of MMTC Ltd. 
The concept of EVA is based on the economic principle that the Firm value increases only 
if it is able to generate surplus over its cost of capital. EVA is a strategy formulation and 
a financial performance management tool that helps companies make a return more than 
the cost of capital. EVA is a value based financial performance measure, an investment 
decision tool and a performance measure reflecting the absolute amount of shareholder's 
value created (Liebenberg & Geyser, 2003). Economic Value Added represents value 
generating power of an organiintion. It is an internal management performance measure 
that compares net operating profit to total cost of capital. Investors measure overall 
performance of a firm to decide whether to invest in the firm or to continue with the fine 
or to exit from it (Ashish & Phani. n.d.). Economic Value Added represents the value 
added by a business enterprise to its shareholders by generating operating profits in 
excess of the cost of capital employed in the business. This concept is increasingly being 
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deployed to understand and evaluate financial performance. EVA focuses on clear 
surplus in contradiction to the traditionally used profit available to the shareholders 
(Rakshit, 2006). 
The idea behind EVA is that the shareholders most earn a return that compensates the 
risk taken by them. EVA is a measure to assess the extent to which a company has 
succeeded in achieving the objective of enhancing shareholders wealth. Earning a return 
greater than the cost of capital increases the value of the company and on the other hand 
earning less return decreases the value of the company. EVA reflects company's 
performance in terms of money. Positive EVA indicates the value creation and the 
negative EVA indicates the value destruction (Kalaiselvi. 2009). EVA is recognized as a 
strong indicator of the share performance of a company. Companies with a high EVA 
should perform more strongly than those with a poorer EVA, in a given period of time 
(Correira et at, 2007). Firms adopt this concept to track their financial position and to 
guide management decisions regarding resource allocation, capital budgeting and 
acquisition analysis (Liebenberg & Geyser, 2003). 
Economic Value Added of MMTC Ltd. has been computed from 2002-03 to 2012-13. 
For the purpose of analysis, the data has been taken from 2002-03 because the data of 
MMTC's equity capital is available on Bombay Stock Exchange (USE) website from 
2002 onwards. The data has been taken from the annual reports of the company and 
website of BSE. Net Operating Profit after Tax (NOPAT), Weighted Average Cost of'' 
Capital (WACC) and Capital Employed has been calculated. For the calculation of cost 
of equity, Capital Asset Price Model (CAPM) has been considered. Beta has been 
calculated with the help of closing price of steel< and market return. Risk free rate has 
been taken as Government 91 days T-Rill taken from the website of Reserve Bank of 
India (www.rbi.org.in). 
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Table 5.7 Economic Value Added (EVA) of MMTC Ltd. 
(Rs. in Crorel 
Year 	NOPA1' WACC % Capital Employed EVA Rs. EVA % of CE 
.2002-03 	102 8.62 769 36 4.64 
2003-04 97 4.35 1003 53 5.32 
2004-05 211 5.45 1004 156 15.57 
2005-06 152 6.83 1449 53 	 3.66 
2006-07 170 7.6 2011 17 0.85 
2007-OS 271 3.66 4226 116 2,75 
2008-09 290 3.53 5423 99 1.82 
2009-10 259 1.02 6451 193 2.99 
2010-11 169 	2.39 1510 	 133 8.80 
2011-12 162 6.25 1563 64 4.11 
2012-13 103 	3.53 1528 	 49 3.21 
Source: Annual Reports of MMTC Ltd. and webs/le of Bombay Slock Exchange from 
2002-03 to 2012-13 
Table 5.7 shows the synoptic description of Economic Value Added (EVA) of MMTC 
Ltd. from 2002-03 to 2012-13. It indicates that the company has added value in 
shareholders wealth during this period. In 2002-03, the company has added Rs. 36 crore 
which increased in next two years and reached to Rs. 156 crore in 2004-05. The EVA, 
however, declined during next two consecutive years and only Rs. 17 crore was added in 
2006-07. The company has registered a tremendous growth in EVA in later period of 
study till 2010-I I. Value addition of the company was satisfactory at 15.57 and 8.80 per 
cent of capital employed in 2004-05 and 2010- 11. The positive economic value added of 
the company despite low operating profit was possible due to low cost of equity. The 
company has added a significant value to shareholders' wealth during the period under 
study. Therefore, it can he concluded that being the Miniratna Public Sector Undertaking 
(PSU) and high contributor in trade, MMTC added compaattively fewer economic value 
during the study period. From the analysis it can be concluded that there is a need of 
restructuring of the company's business so that company may be able to generate more 
value to shareholders wealth. There was a sharp decline in the capital employed in the 
year 2010-I I. it is a trading company and in this year the current liabilities jumped to an 
exorbitant figure. It was an extraordinary year for the company and it has split its share in 
the same year. 
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Graph — 5.1 Trends in Economic Values Added (EVA) of MMTC Ltd 
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Source: Table 5.7 by using MS-Excel 
The above EVA curve demonstrates the progress in economic value added by MMTC 
.td. from 2002-03 to 2012-13. There was a decline from the year 2004-05 to 2006-07 but 
it increased in next consecutive years. There is a considerable growth between 2006-07 
and 2009-10. The curve shows a fluctuating trend in economic value addition during the 
study period. From 2009-10 onwards, the company could not add much value as 
compared to the previous years. 
5.3. Market Value Added (MVA) of MMTC Ltd. 
The Market Value Added describes the difference between market value and book value 
of shares of a company. If the total market value of a company is more than the amount 
of capital invested in it, the company has managed to create shareholder value. If the 
market value is less than capital invested, then the company has destroyed shareholder 
value. This implies that management has not done a good job of creating value with the 
equity made available to it by investors. Book value of equity refers to all equity 
equivalent items like reserves, retained earnings and provisions. Market value added 
shows how much value the company has added to, or subtracted from, its shareholders' 
investment. MVA is basically the difference between the company's current market 
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value, as determined by its stock price and its economic book value. The procedure of 
calculation of market value added is as fellows: 
• Multiply the total of all common shares outstanding by their market price. 
• Subtract the amount of capital invested in business. MVA = (Number of common 
shares outstanding x share price) — Book value of invested capital 
Market Value Added (MVA) has been computed using the Stern Stewart formula. The 
analysis has been done from 2002-03 to 2012-13 because the data of MMI'C is available 
on BSE ebsite from 2002 onwards. MVA is calculated from the data given in annual 
reports of MMTC and website of Bombay Stock Exchange (BSE) for the period starting 
from 2002-03 to 2012-13. Market value of equity is calculated from the market price of 
company's shares multiplied by the total outstanding shares hile hook value of the 
equity has been computed from the balance sheet of the company which comprises of 
share capital plus reserves and surplus. Closing price of MMTC's share in Bombay Stock 
Exchange (BSE) is considered as market price. Number of shares has been taken from the 
balance sheet of the company. Market capitalization has been calculated from market 
price of shares multiplied by outstanding shares of the company. For calculation of' 
Market Capitalization of MMTC Ltd. data have been taken from the website of Bombay 
Stock Exchanue SENSEX. 
Table 5.8 Market Value Added (MVA) of MMTC Ltd. 
(Rs. in ('rare) 
Market 	Book Value of 
\ear Capitalization 	Equity & Reserve 
Market Value 
Added 
2002-03 243 635 
672 
 -392 
2003-04 680 8 
2004-05 1589 753 835 
2005-06 7347 833 6514 
2006-07 11516 882 10634 
2007-08 83370 1030 82340 
2008-09 96878 I123 95755 
2009-10 152937 1287 151650 
2010-11 53630 1380 52250 
2011-12 79092 1421 	 77671 
1341 65920 2012-13 67261 
Source: Annual Reports ofa1.11/C',fi•ojet 1002-03 to 2012-13 & 61''ebsite af'E3wttbuy Stock 
Exchange BSE 
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Table 5.8 exhibits Market Value Added (MVA) of MMTC Ltd. from 2002-03 to 2012-
13. The analysis reveals that the company has a negative MVA of Rs. 392 crore in 2002-
03 which indicated that the hook value of equity is more than its market value which 
point towards the poor market performance of the company. In 2003-04, the company 
added value in market price of Rs. 8 crore. MMTC Ltd. boosted up the market value over 
the years and reached to Rs. 6514 crore in 2005-06. In 2007-08. it reached at Rs. 82340 
crore and Rs. 151650 crore in 2009-10 which was its highest level during the study 
period. In 201 1-12. the company added to its market value of Rs. 77671 crore. It shows 
an increasing trend till 2009-10 and in July 2010, the company decided to split its share 
resulting declined market value. From the table, it is clear that the MVA of the company 
had an increasing trend from negative in 2002-03 to positive and it reached to 65920 
crore in 2012-13. It shows a progressive financial performance of the company. MVA of 
the company reveals the constant sign of robust growth. It is therefore. concluded that 
being a trading company of Indian Government, the value of company's share was riding 
on market expectations and market value superseded book value much higher than 
justified by the relevant profit margins. 
Graph — 5.2 Trends in Market Value Added of MMTC Ltd 
Source: Table 5.8 by using MS-Excel 
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Figure 5.2 depicts trends of MVA from 2002-03 to 2012-13. From the curve, it can be 
observed that the market value of MMTC Ltd. increased at a minima] rate from 2002-03 
to 2006-07. After that it increased rapidly till 2009-10 when it reached its peak and then it 
declined in next year. In 2010, the company decided to split its share from Rs. 10 to Re. I 
per share which affected the market price of the shares of the company. Further, it 
improved the rest of the study period and finally stood at Rs. 65920 crore in 2012-13. 
5.4. DuPont Analysis of MMTC Ltd. 
The DuPont Model is a technique used to analyze the profitability of a company. It 
integrates element of the income statements with those of the Balance Sheet. Dupont 
analysis consists of Net Profit Margin, Assets Turnover and Equity Multiplier. It is a 
common form of financial statements analysis. It decomposes return on net operating 
assets into three multiplicative components i.e. profit margin, assets turnover and equity 
multiplier. The DuPont model is a typical traditional model of measuring financial 
performance on the basis of accounting income concept. The idea behind the model is 
that Return on Investment (ROI) is the best overall financial performance measure and all 
activities of an organization ultimately contribute to the ROI. It helps the management in 
concentrating attention on different forces affecting profit. An increase in profit can be 
achieved either by more effective use of capital which will result in a higher turnover 
ratio or better sale efforts which will result in a higher net profit ratio. "Ihe same rate of 
return can be obtained either by a low net profit ratio but a high turnover ratio or vice 
versa (Ikakshit. 2006). 
Table - 5.9 DuPont Analysis of MMTC Ltd 
Year Net Profit Margin Asset Turnover Equity Multiplier Return on E ui 
1991-92 1.02 3.03 6.27 19.44 
1992-93 1.80 3.68 2.76 18.25 
1993-94 1.62 3.25 1.83 9.61 
1994-95 1.27 3.44 2.58 11.30 
1995-96 0.93 3.87 	 2.56 9.22 
996-97 0.57 3.80 1.95 4.23 
1997-98 0.38 3.94 	 1.80 2.63 
998-99 0.42 3.20 2.03 2.76 
145 
1999-00 0.19 3.45 2.07 1.37 
2000-01 0.34 3.48 2.60 3.07 
2001-02 0.26 4.69 2.49 3.06 
2002-03 0.40 4.38 2.24 3.94 
2003-04 0.70 2.16 6.28 9.52 
2004-05 0.74 2.38 8.44 	 14.87 
2005-06 0.70 4.51 4.35 13.81 
2006-07 0.57 6.37 4.15 	 14.97 
2007-08 0.80 2.93 8.76 20.49 
2008-09 0.38 3.48 9.42 	 12.47 
2009-10 0.48 3.82 9.18 16.78 
2010-11 0.18 3.49 14.28 	j 	8.74 
2011-12 0.11 4.99 9.30 4.97 
2012-13 -0.25 4.27 4.99 -5.29 
Source: Annual Reports of M1TTC Ltd from 1991-92 to 2012-13 
Table 5,.9 sho\\ s DuPont Analysis of MMTC from 1991-92 to 2012-13. In order to 
elaborate DuPont model, net profit margin, asset turnover and equity multiplier have been 
considered and Return on Equity (ROE) has been calculated. The trend obtained through 
DuPont Analysis reveals that return on equity was satisfactory in the earlier part of first 
decade which declined steeply in the later decade of the study. However, it recovered in 
the initial period of second decade but again deteriorated in the later half. ROE was 
largely based on asset turnover and equity multiplier and NPM continuously remained 
lo\\ over the study period. NPM turned negative of 0.25 per cent in 2012-13 leading to 
negative return on equity. In the recent years, return on equity was managed through 
equity multiplier effect but it was not fundamentally supported by NPM that falls below 
0.50 per cent and even negative in 2012-13. On the basis of DuPont analysis it is clearly 
visible that the company is enabled to fetch adequate profit as it is a trading company but 
due to leverage effect and high asset turnover along-with high sale volume gives the 
company an acceptable return on equity figures for many years throughout the study 
period. 
The return on equity is the multiplication of net profit margin, asset turnover and equity 
multiplier. It was 19.44 per cent in 1991-92 which declined over the years and stood only 
1.37 per cent in 1999-2000. Further, it registered a significant gro%.th and reached to 
20.49 per cent in 2007-08. It fluctuated till 2009-10 and then it decreased and finally 
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reached at 4.97 per cent in 2011-I2. Return on Equity was at its highest level of' 20.49 per 
cent in 2007-08 which reveals that the company earned maximum return on equity and 
the lowest as -5.29 per cent in 2012-13. 
Graph — 5.3 Trends in NPM, Asset Turnover, Equity Multiplier and ROE of 
MMTC Ltd 
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Figure 5.3 demonstrates the trends of net profit margin, assets turnover, equity multiplier 
and return on equity of MMT'(- Ltd. from 1991-92 to 2012-13. Net profit margin remains 
constant throughout the study period. Assets turnover increased from 2002-03 to 2004-05 
and decreased till 2007-08. increasing again at a minimum rate till 2011-12. Equity 
Multiplier increases at a constant rate from 2002-03 to 2009-10 and then it fell in next 
two years. It can be summed up that the company has performed well as it shows 
acceptable position of return on equity throughout the study period. 
5.5. Testing of Hypotheses 
first Null Hypothesis: H„1 : There is no .significant correlation between .Sales and Profit 
after Tax (PA T). 
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In order to test the lwpothesis, twenty two years data of sales and profit after tax of 
MMTC has been analyzed and the period of the study ie 1991!)2 to 2012-13. 
Table 5.10 Descriptive Statistics of Sales and Profit after Tax 
N Mean f S.D. 
18232.23 t 19827.55 Sales 22 
PAT 22 72.55 t 67.49 
Source: Appendix Ii 
Table 5.10 presents the statistical description of sales and profit after tax of MM'I'C Ltd 
finot 1991-92 to 2012-13. The analysis shows that on an average the company has earned 
Rs. 72.55 crore as profit after tax. The average sales of the company was found Rs. 
18232.23 crore during the study period. The Standard Deviation of sales and profit was 
19827.55 and 67.49 respectively. 
Table 5.11 Correlation between Sales and Profit after Tax 
Sales PAT 
Pearson Correlation 
Sales I 0.441 
Sig. (2-tailed) - 0.04 
Pearson Correlation 0,441 1 
PAT Sig. (2-tailed) 0.04 - 
_J 
Source: Appendix 11 
Table 5.11 shows the correlation between sales and profit after tax which has been 
computed using Correlation. The value of correlation is found to be 0.441 which 
indicates a positive correlation between sale and profit after tax. Further, the value of 
significance is 0.040 which is less than 0.05 and it leads to rejection of null hypothesis. 
From the analysis, it may be concluded that there is a significant correlation between Sale 
and Profit After Tax of MM1 C Ltd from 1991-92 to 2012-13. 
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Second Null Hypothesis: 1102: There is no significant impact of Sales on Shareholders 
Fund. 
Table— 5.12 Descriptive Statistics of Shareholder's Fund and Sales 
N Meant S.D. 
SHF 22 811.45 f 30827 
Sales 22 8232.23± 19827.45 
Source: Appendix 11 
Table 5.12 presents the statistical description of shareholders' fund and sales of MMTC 
Ltd from 1991-92 to 2012-13. It is observed that the company is maintaining around Rs. 
811.45 crore on an average in shareholders' fund with the standard deviation of 308.27 
times during the study period. The mean value of sales was Rs. 18232.23 crore and 
standard deviation was 19827.45. 
Table — 5.13 Correlation between Shareholders' Fund and Sales 
SHIJ Saless 
Pearson Correlation IP Ss ale 
ale  I 
.91 
.91 
Sig. (1-tailed) SHF .000 Sales .000 
Source: AppendLt if 
Table 5.13 shows the correlation between shareholders' fund and sales of MMTC Ltd. 
The analysis reveals that the value of correlation is 0.926 which shows a highly positive 
relationship between these two variables throughout the study period. The significant 
value is 0.000 which is less than the critical value i.e. 0.05. It shows that the sales has 
significant correlation with the shareholders' funds, 
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Table — 5.14 Model Summary of Shareholder's Fund and Sales 
Model 	R 
Adjusted 	Std. R 	 Error of R 
Change Statistics 
R 	 I FSig. F Square 	Square 	the Square 	Change 	dt'1 	0f 	Change Estimate Chan ge 	~' 
1 	926" .858 .851 	119.04437 .858 120.822 I 	20 .000 
Source: Appendix 11 
a. Predictors: (Constant). Sales 
Table 5.14 shows correlation (r) between the shareholders' funds and sales of MMTC 
Ltd. The coefficient of determination (r2 ) is at 0.858 hich implies that 85.8 percent of 
the variation in shareholder's fund is explained by sales. 
Table — 5.15 Regression Analysis of impact of Sales on Shareholders' Fund 
Unstandardiced 	Standardized  
Model 	 Coefficients Coefficients 	T 	Sig. 
B 	j Std. Error 	Beta 
(Constant) 	 548.884 	:4.854 15.748 	.000 
Sales 	 .014 .001 	 .926 	10.992 	.000 
,Souce. Appendix 11 
Dependent Variable: SI iF 
Table 5.15 presents the linear regression model for measuring the impact of sales on 
shareholder's fund from 1991-92 to 2012-13. Sales of MMTC Ltd. is considered as an 
independent variable and SI-IF as dependent variable. The result shows that the intercept 
is 548.884 which means that there are other factors also, which affects shareholder's 
fund. Further, the regression co-efficient (beta) is equal to .014 which signifies that fbr 
every rupee change in sales, there is a 0.014 rupee change in shareholder's fund. The 
significance value is 0.000 which is less than the critical value i.e. 0.05. Hence, the 
impact of sale on SHF is statistically significant. It leads to the rejection of null 
hypothesis and concluded that there is a significant impact of sale on shareholders fund. 
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Table — 5.16 Descriptive Statistics of Export, Import, Domestic Trade and Total 
Turnover 
Export 
N 
22 
Meant S.D. 
2247.77 f 1044.43 
Import 22 15000.27 t 18282.04 
Domestic Trade 22 943.00± 1157.79 
Total Turnover 	 22 18191.05E 19753.07 
Source: Appendix I 
Table 5.16 shows the statistical description of export, import, domestic trade and total 
turnover of MMTC ltd from 1991-92 to 2012-13. Mean value of export was Rs. 2247.77 
crone and standard deviation was 1044.43 during the study period. Similarly, on an 
average, the value of import was Rs. 15000.27 crore and standard deviation was 
18282.04. The mean value of domestic trade was Rs. 943.00 crore and standard deviation 
was 1157.79 during the study period. The mean value of total turnover was Rs. 18191 .05 
crone and standard deviation was 19753.07 from 1991-92 to 2012-13. 
Third Null Hypothesis: Sub Hypothesis (i): Hjpg there is no significant correlation 
between Import and Total Turnovev. 
Table —5.17 Correlation between Import and Total Turnover 
Import Turnover 
Import 
Turnover 
Pearson Correlation 	 I .997" 
Sig. (2-tailed) .000 
N 22 22 
1 _ _ Pearson Correlation .997 
Sig. (2-tailed) .000 
N  22 	22  
Source: Appendix I 
** Correlation is significant at the 0.01 level (2-tailed) 
Table 5.17 exhibits the correlation between import and total turnover of MMTC Ltd from 
1991-92 to 2012-13. The value of correlation is 0,997 which shows a strong positive 
relationship between import and total turnover. The significant value is 0.000. which is 
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less than 0.05 at 95 per cent level of significance and it leads to the rejection of null 
hypothesis. From the analysis, it has proved that there is a significant correlation between 
import and total turnover of MMTC Ltd. 
Third Null hypothesis: Sub Hypothesis 00: Hy,; there is no significant correlation 
between Domestic Trade and Total Turnover. 
Table-5.18 Correlation between Domestic Trade and Total Turnover 
Domestic Trade Turnover 
Pearson Correlation 
Domestic Trade 	Sig.(2-tailed) 
N 
I .725'* 
.000 LL..... 
22 
Total Turnover 
Pearson Correlation .725 1 
Sig. (2-tailed) .000 
N 22 22 
Source: Appendix I 
~* Correlation is significant at the 0.01 level (2-tailed) 
Table 5.18 provides the outcome of relationship between domestic trade and total 
turnover of MMTC I.td_ from 1991.9? to 2012-13. The value of correlation between 
domestic trade and total turnover is 0.725. It shows a positive relationship between these 
two variables. Moreover, significant value i.e. 0.00 is found to be less than the 0.05 
which leads to the rejection of null hypothesis and it is concluded that there is a 
significant relationship between domestic trade and total turnover. 
152 
Fourth Hypothesis: H4; there is no significant impact of Export on Ybta! Turnover. 
Table-5.19 Model Summary of Export and Total Turnover 
Adjusted Std. Error Chafe Statistics 	- R 
Model 	R R of the rSquare 
 
F Sig. F Square Square Estimate Change rlfl 	d12 Change e 
1 .6480 	.420 	.391 15411.16991 A20 14.500 1 	20 	.001 
Source. Appendix I 
a. Predictors: (Constant), Export 
Table 5.19 shows the correlation between the export and total turnover. The value of 
correlation is 0.648 which indicate that there is a positive relationship between export and 
total turnover. The coefficient of determination (r-) is at 0.420 which implies that 42.2 
per cent of variation in total turnover is explained by export. 
Table — 5.20 Regression Analysis of impact of Export on Total Turnover 
Unstandardized 	Standardized 
Model 	 Coefficients Coefficients 	It1g. 
-9368.933' 	7948528 	 I-I. 
Source: Appendix! 
Dependent Variable: Total Turnover 
In order to determine the impact of export on total turnover of MMTC Ltd. regression has 
been run in table 5.20. It is observed that the value of beta coefficient is 12.261 which 
signifies that for every unit change in export, there is a 12.261 unit's change in total 
turnover. On the other hand, the intercept is 9368.933 which is abnormally high. It means 
that there are other factors also which affect total turnover of MMTC I.W. The significant 
value is 0.001 which is less than 0.05 and it leads to the rejection of null hypothesis. 
Therefore, it is concluded that the export has a significant impact on total turnover of 
MMTC from 1991-92 to 2012-13. 
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5.6. Event Study of MMTC Ltd 
Event study is a statistical method used to assess the impact of an event on the value of 
the firm. It is an important research tool which is widely followed by the capital market 
in order to assess the effect of an event on stock prices. This event could he of any kind 
of announcement such as merger, acquisition, stock split, issue of dividend, bonus 
announcement etc. which could affect the stock prices. This change could be belbre and 
after the announcement of such event. The affect of this change on the market is to be 
evaluated by applying Event Study methodology. 'I'hc event study not only measures the 
Factors moving stock prices but also measures the degree of their significance 
(Konchitchki & O'Leary, 2011). 
Stock Split: A corporate action in which a company divides its existing shares into 
multiple shares. Although the number of outstanding shares increases by a specific 
multiple, the total rupee value of the shares remains the same compared to pre-split 
amounts, because the split did not add any real value. The most common split ratios are 
2:1. 10:1 etc, which means that the stockholder wil I have two or three shares for every 
share held earlier (Investopedia, n.d.). 
In a move towards disinvestment, trading giant MMTC received mandatory 
Extraordinary General Meeting (EGM) approval for splitting its share with a face value 
t f Rs 10 into 10 scrips of Re I each and issuing one-to-one bonus shares ( The Economics 
Times, July 20, 2010). MMTC Ltd. announced to split its share on 20°' July 2010 and it 
came into force from 29' July 2010. The company decided to split its share from R. 10 
to Re. I and made an announcement regarding issue of bonus share to the existing 
shareholder's (one bonus share for every one share). For the purpose of measuring the 
impact of this announcement on the market performance of shares of MMTC Ltd. event 
study has applied. For this study, the data has been taken from the wcbsite of BSE as the 
stock return of market and the stock return of MMTC Ltd. were taken into account from 
28 July 2009 to 12 August 2010. 
Fifth Hypothesis: H5; the event o/ uoiunccment pfefock split has no significant impact 
on the stock price of MMTC. 
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In order to test the impact of announcement of stock split by MMTC Ltd, around the date 
of announcement of event period, event study has been applied. Event study methodology 
is being used here and the following steps are undertaken: 
• The historical stock price of the MMTC Ltd. and BSE SENSEX index for the event 
study duration -252 to +10 days (with days -10 to days + 10) defined as the event 
period and the day of announcement (2011 July, 2010) of stock split is used in post 
period ( 6" .fury 2010 to 3N August 2010). 
• Than holding period return of the company (R,) and the corresponding return of 
SENSEX (R,,,) for each day in this study were calculated. 
• Intercept, Beta, R square and Standard Error have been calculated in order to 
determine the impact of stock split announcement event from the stock as well as 
market return during the 252 pre-event days. 
The purpose of this technique is to investigate the information content of the stock split 
announcement by MM'FC Ltd. in BSE SENSEX index over the 252 days period fthin 30th 
June 2009 to 3 d` August 2010. If lie event window has chosen as one day i.e. 20 July 2010. 
Table 5.21 Alpha, Beta and Standard Error of MMTC Ltd 
Interc~(a)_ 	_ _ 	 -0.0002397 
Slone(6)  	0.75181362 
6 
Source.: Comp rea from the dat 
30" June 200910 6Ih July 2010. 
Alpha and Beta are the two parameter estimates and determined in estimation period. 
Alpha is the intercept of the regression line and stands for risk free rate. Beta is the slope 
coefficient of the regression line and stands for systematic risk. 
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Table 5.22 Result of Normal, Expected, Abnormal and Cumulative Abnormal 
Return with Abnormal Return t- test of Stock Split Announcement by MMTC 
Date 	 R. R, I El R AR CAR AR t-test 
6-.1ul-10 -0.00624 0.009921 0.0072 -0.0134 -0.0134 -0.469503 
7-Jul-10 -0.01994 -0.00814 -0.0064 -0.0135 -0.0269 -0.4737737 
8-Jul-10 -0.01415 0.010343 0.0075 -0.0216 -0.0486 -0.7574387 
9-Jul-10 -0.00474 0.0103 0.0075 -0.0122 -0.0608 -0.4270527 
12-Jul-10 -0.00167 0.005813 0.0041 -0.0057 -0.0665 -0.2012116 
13-Jul-10 -0.01005 0.002715 0.0018 -0.0118 -0.0783 -0.4131339   
14-Jul-10 -0.00124 -0.00265 -0.0023 	j 	0.001  -0.0773 0.0364833 
15-Jul-10 -0.01928 -0.0016 I 	-0.0015 	-0.0178 -0.0951 -0.6226229 
16-Jul-10 -0.01257 0.002589 0.0017 -0.0142 -0.1093 -0.4981357 11 
19-Jul-10 0.036184 -0.00153 -0.0014 0.0376 -0.0717 1.3171666 
20-Jul-10 -0.00475 -0.0028 -0.0024 -0.0024 -0.074 -0.0823 
21-Jul-10 	0.037575 0.005543 0.0039 0.0337  -0.0403 1.1797952 
22-Jul-10 0.021212 0.007561 0.0054  0.0158 -0.0245 0.5537819 
23-Jul-10 0.002981 0.000984 0.0005 0.0025 -0.022 0.0885983 
26-Jul-10 0.011986 -0.00612 -0.0049 0.0169 -0.0051 0.5908513 
27-Jul-10 0.0032I 0.003194 0.0021 0.0011 -0.004 0.0384555 
28-Jul-10 -0.00685 -0.00665 -0.0053 -0.0016 -0.0056 -0.0547568 
29-Jul-10 -0.93922 0.001928 0.0012 -0.9404 -0.9459 -32.923905 
30-Jul-10 -0.05312 -0.00688 -0.0055 -0.0477 -0.9936 -1.6685548 
2-Au0-10 -0.05242 0.011916 0.0087 -0.0611 -1.0547 -2.1388616 
3-Aug-10 -0.00654 0.001859 0.0011 -0.0077 -1.0623 -0.2679163 
Source: Computed ,/i-om the ckitu taken . from Bombay Stock Lrc hcurgc 1i um 30" June 
2009 to 3"r Al 2010 
NR 	 - 	Normal Return 
[E] R = 	Expected Return 
AR 	 = 	Abnormal Return 
CAR = 	Cumulative Abnormal Return 
AR t-test 	 = 	Abnormal Return t-test 
Expected Return [F] R 	= 	Intercept + Slope * Market Return 
Abnormal Return 	= 	Normal Return of MM' C - Expected 
Return 
AR t-test 	 Abnormal Return / Standard Error 
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Table 5.23 exhibits the Expected Return. Abnormal Return, Abnormal Cumulative 
Return and Abnormal return t-test through which the impact of the announcement of 
stock split hN MMTC Ltd. has been evaluated on market performance. The Quantitative 
analysis has been done in order to analyze how quickly and accurately market reacts to 
the information. Event Study methodology has been conducted to measure whether any 
abnormal return has been earned by share holders around the stock split announcement 
period. The basic assumption of the event study is that the information is communicated 
puhlicl\. 
Abnormal return of' stock price indicates the impact of the particular event on stock price. 
For this, the values of Alpha and Beta have been calculated. Alter obtaining the values of 
alpha and beta, the expected average return is calculated and further compared it with 
actual a\erage return in order to get the excess. The actual average return and expected 
average return vvithin the event period should differ in order to kno%\ the possibilit\ 
whether the Indian stock market outperforms with respect to stock split announcement by 
~1M'li' Ltd. An abnormal return t-test has been conducted and fronds that the 
announcement of stock split did not have any significant impact on the stock price of 
`IMTC Ltd. 
In the above table. R,,, is the daily return of market index in e\ent stud\ period. Similarly, 
R, is the daily return of individual share price in event study period. The event period as 
10 pre-event days and 10 post-event days. Focusing on the announcement day, the 
abnormal returns of M1M'I'C Ltd. is -0.0024. Since the standard error is 0.02856 the t-
' aloe on the da\ of announcement is -0.0823, \\hich is less than the tabulated t-value i.e. 
2.093 at 5 per cent level of significance and at 19 degree of' freedom. I-fence. the 
calculated value is less than the tabulated value, thus the null hypothesis is accepted. It 
has been concluded that the stock split announcement has not a significant impact of 
share performance of NiM'l'C Ltd around the event period. 
The table depicts the anal\sis of Abnormal Returns (AR) along %\ith Cumulative 
Abnormal Return (CAR) for Stock Split Announcement by MM'I (' I,td. during the 
period of event study and displays the changes taken place in the daily market return 
from (day -10 to --10 days). It is clear from the table that there is no significant abnormal 
return almost all the days (from days -10 to days--10) surrounding the stock split 
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announcement. It is unambiguous that the stock split announcement generated cumulative 
abnormal return. The highest cumulative abnormal Return was on the fifth day after 
announcement with -0.004 and the lowest on the day 20 i.e. -1.0623. The value of 
cumulative abnormal return during the pre and post announcement period was less than I. 
It reveals that stock split announcement in MMTC Ltd. did not meet the significant 
reaction on the security prices of MMTC Ltd. in the Indian capital market. 
Graph — 5.4 Trends of Expected, Abnormal and Cumulative Abnormal Returns 
of MMTC Ltd 
0.2 
-02 
OIEI R EAR SCAR 
Source: Table 5.22 by using AIS-Excel 
Graph 5.4 presents the relationship Expected Return (AER) to time and Abnormal 
Returns (AR) to time during the event period (day -10 to +10 days). The Cumulative 
Abnormal Returns (CAR) graph shows the return on adjusted stock price during the event 
period (during day -10 to +10 days), which shows that the stock split announcement had 
a significant impact on the stock prices of MMTC Ltd. and suggests that the stock split 
announcement have no significant impact on the stock price of the company after the 
announcement of'stock split. 
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5.7. Ratio Analysis 
Financial ratio is used in determining how well the company utilizes its assets and earns 
profit. Its main purpose is to provide information for user groups, especially stockholders 
and creditors to assist them in decision making (Sheela & Karthikeyan, 2012). The 
analysts measure the liquidity, profitability and solvency position using ratio analysis to 
identify whether the business is conducted in a rational and normal way; ensuring enough 
returns to the shareholders in order to maintain at least its market value (Bhunia et al., 
2011). Evaluating firm performance using financial ratios has been a powerful tool for 
decision-makers including business analysts, creditors, investors, and financial managers 
(Delon et al., 2013). The relevant ratios are computed for making ctleclive judgments 
about the financial performance of MMTC Ltd. since liberalization. 
5.7.1, Liquidity Ratios of MMTC Ltd 
Liquidity ratios are the ratios that measure the ability of a company to meet its short term 
debt obligations. Higher ratio indicates larger margin of safety that the company 
possesses to cover short-term debts. 
Sixth Nutt Hypothesis: H,; I here is no significant impact of Liquidity position on Return 
on Capital Employed (ROCE) 
o Sub I lypothesis 116 ;1: There is no significant impact of current ratio on ROCS. 
o Sub Hypothesis Hfit,p: There is no significant impact of liquid ratio on ROCE. 
o Sub Hypothesis H6(1,p: There is no significant impact of cash position ratio on 
ROOF. 
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Table - 5.23 Liquidity Ratios of MMTC Ltd 
Year Current Ratio 	Liquid Ratio 	Cash Position Ratio 
1991-92 1.19 0.98 	 0.10 
1992-93 1.76 1.37 0.22 
1993-94 1.95 1.30 	 0.10 
1994-95 2.06 1.35 0.15 
1995-96 1.93 1.20 	 0.07 
1996-97 2.57 1.77 0.21 
1997-98 2.44 1.86 	 0.28 
1998-99 2.88 2.41 0.75 
1999-00 2.65 2.25 	 0.65 
2000-01 2.47 2.07 0.54 
2001-02 2.38 2.18 	 0.58 
2002-03 1.80 1.61 0.35 
2003-04 1.26 1.20 0.89 
2004-05 1.16 1.14 0.89 
2005-06 1.55 1.44 0.65 
2006-07 2.13 2.02 0.94 
2007-08 1.90 1.78 	( 	 1.31 
2008-09 2.11 1.99 I.21 
2009-10 2.29 1.86 	 1.22 
2010-11 1.06 	 1.02 0.38 
2011-12 
	
1.40 1.29 	 0.33 
1.16 	0.99 	j 	 0.29 2012-13 
Source: Annual Reports of':LPAIT( LIel.,fran, 1991-92 ía 2012-13 
fable 5.23 evinces the liquidity position of MM1'C Ltd. from 1991-92 to 2012-13. In 
order to evaluate liquidity position, current ratio, liquid ratio and cash position ratio have 
been computed. It can be seen from the table that the current ratio follows increasing 
trend over the years and revolves around the standard i.e. 2: 1. It points out that the short 
term solvency position of the company is sound enough as it has sufficient amount of 
current assets in order to pay off short term obligations within time. In the first decade of' 
study period (1991-92 to 2000-01) current ratio of MMTC remains at the satisfactory 
level. However, in the first part of second decade, the company's average current ratio 
declined marginally and falls below I.5 for the following few years but in the later period 
of the decade the current ratio improved and again touched the ideal 1 figure of 2:1 on an 
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average. However, in the recent three years current ratio declined steeply. The current 
ratio was 1.19 times in 1991-92 which reached to 2.06 times in 1994-95 which indicates a 
good sign for liquidity position. In 1998-99. it was at its highest level of 2.88 times 
indicating blockage of excess cash in current assets. Further, it lollowed a downward 
trend till 2004-05 and was only ].16 times. In 2009-10, current ratio was 2,29 times 
which declined for the further period of the study and in 2012-13 it stood at 1.16 times. 
Liquid ratio of MMTC has been continuously very high in the later pan of first decade 
and earlier part of second decade indicating the excess blockage of funds in the liquid 
assets. However, the ratio declined to near one by the end of study period. It was 0.98 
times in 1991-92 which continuously increased by the end of first decade of the study. It 
remained above the standard ratio i.e. I:) throughout the study period. It was L6) in 
2002-03 which remained above the standard over the years and stood at 0.99 times in 
2012-13. It revealed that the short term financial position of the company is deemed to be 
sound and the company is having suffmient liquid assets to meet its short term 
obligations. This situation can be considered very good from the short term creditors 
point of view because MMTC Ltd. is having sufficient funds in the form of liquid current 
assets to meet their claims as and when due. 
The cash position of MMTC Ltd. is quite satisfactory as it shows favorable results via 
cash position ratio. This ratio indicates the extent to which the current liabilities are 
represented by cash and bank balance. The ratio has shown a highest level of 1.39 during 
the year 2010-1 I. and the lowest of 0.35 in 2002-03. In the cash position segment the 
company enjoys a good cash position throughout the study period except in earlier years 
and in last three years of the study. Being a trading company. MM'fC is required to 
maintain high operating cash reserves but the high cash ratio more than one shows that 
company is unable to deploy funds in alternate pr ofitable liquid investment. 
From the analysis, it may be concluded that the short term creditors' position regarding 
their claims is safe because the corporation has sufficient funds in the form ol'curr rent 
assets to meet their claims. It indicates that the company can meet its short term 
obligations within time and have an adequate anwrmt of working capital for the smooth 
running of business activities. Overall, the company enjoys a high short term solvency 
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and liquidity position throughout the study period. But tier a long period, the liquidity is 
higher than the required level indicating poor investment policy for excess funds. 
Graph — 5.5 Liquidity Ratios of MMTC Ltd 
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Source: Table 5.23 by using MS-Excel 
Graph 5.5 shows the trend of liquidity ratios of MMTC Ltd. from 1991-92 to 2012-13. It 
depicts current ratio, liquid ratio and cash position ratio which show their trend over the 
study period. The above graph indicates that the current ratio and liquid ratio increases in 
a similar manner over the same path throughout the study while the cash position ratio 
grows constantly. Current ratio and liquid ratio moves in an upward direction and shows 
increasing trend with some fluctuations while the cash position ratio with some 
fluctuations shows increasing trend till 2010. 
Return on Capital Employed (ROLE) is the major indicator of overall profitability 
position of a business concern. In order to evaluate the financial performance of MMTC 
Ltd. it has been taken as an overall performance parameter to measure the impact of 
different liquidity, profitability and solvency ratios on ROC1E: in order to test the 
hypotheses which are as fellows: 
Table — 5.24 Descriptive Statistics of Liquidity Ratios 
Particulars 	 N 	 Mean f S.D. 
Current Ratio 	 22 1.914 f .54377 
Liquid Ratio 22 	 L595 3 .44250 
Cash Position Ratio 	 22 .551 t .38939 
Source: Table 123 by nine SPSS 
Table 5.24 shows the statistical description of liquidity ratios of MMTC Ltd. from 1991-
92 to 2012-13. From the analysis, it is noticed that the mean value of current ratio, liquid 
ratio and cash position ratio is 1.91, 1.59 and .55 times respectively during the whole 
study period which indicates that these ratios are revolving to the standard. The standard 
deviation of liquidity ratios are 0.544, 0.443 and 0.389 respectively. 
Table — 5.25 Model Summary of Liquidity Ratios 
source: Table 5.23 by using SPSS 
Predictors: (Constant), tR, LR & CPR 
= Current Ratio, LR = Liquid Ratio, CPR = Cash Position Ratio, ROCE = Return 
n Capital Employed) 
able 5.25 presents the correlation (r) between the liquidity ratios and return on capital 
mployed of LIMTC Ltd. The correlation is found to he 0.360, 0.433 and 0.172 which 
hows a positive correlation between C.R-ROCE, LR-ROCE and CPR-ROCE where 
ioderatc correlation is found between CR-ROCE and LR-ROCE while low correlation is 
uund between CPR-ROLE. I'Ile coefficient of dctcmtination (R2) is at .130, .187 and 
)30 respectively which implies that 13, 18.7 and 3 per cent of the variation in ROCE is 
xplained by current ratio, liquid ratio and cash position ratio. 
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Table - 5.26 Regression Analysis of impact of Liquidity Ratios on Return on 
Capital Employed (ROCE) 
Model 
llnstandardized 
Coefficients 
Standardized 
Coefficients t Sig. 
B Std. Error 	Beta 
CR- 
ROCE 
(Constant) 9.977 3.085 _ "360 
3.234 .004 
CR -2.680 1.553 -1.725 .100 
t R _ 
ROCE 
(Constml) 11.164 3 047 
-.433 
1244 
3.664 .002 
.044 LR -3.960 -2.147 
PR- 	(Constant) 
ROCS iCPR 
5.836 1313 	
172 2.290 - 
3.308 001 
-1.791 -.882 .443 
Source, Table 5,23 by using SPSS 
Dependent Variable: ROCE 
Table 5.26 shows the results of Regression Analysis which reveals the impact of liquidity 
ratios on return on capital employed. In case of Current Ratio the regression coefficient 
(beta) is equal to -2.680, it also signifies that for every unit change in current ratio, there 
is a -2.680 units change in return on capital employed. On the other hand, the intercept is 
9.977 which mean that other factors are also there which affect ROCE of MMTC Ltd. 
Further, the significant value is 0.100 which is more than 0.05. Hence, the impact is 
insignificant. Therefore, the null hypothesis is accepted and it is concluded that there is 
no significant impact of current ratio on ROCE of MMTC Ltd. 
In case of liquid ratio, it is observed that the value of beta coefficient is -3.960 which 
signifies that for every unit change in liquid ratio, there is a -3.960 unit's change in return 
on capital employed. The significant value is 0.044 which is less than 0.05. It leads to the 
rejection of the null hypothesis. Henee, the null hypothesis that there is no significant 
impact of liquid ratio on ROCE is rejected and alternate hypothesis is accepted. It points 
out that there is a significant impact of liquid ratio on ROCE. 
From the analysis of cash position ratio, the value of beta coefficient is -1.791 which 
signifies that for every unit change in cash position ratio, there is a -1.791 unit's change 
in return on capital employed. On the other hand, the intercept is 5.836 which indicates 
that other factors are also there which affect return on capital employed of MMTC Ltd. 
The significant value is 0.443 which is greater than 0.05 at 95 per cent level of 
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significance. It leads to the acceptance of the null hypothesis that there is no significant 
impact of cash position ratio on ROCE. 
5.7.2. Profitability Ratios of MM1TC Ltd 
The profitability position of MM"IC Ltd. has been studied by computing different ratios 
relating to profitability. The profitability ratios can he determined on the basis of sale and 
in' estment. Gross profit ratio and net profit ratio have computed in terns of sales and 
return on capital employed and return on net worth have calculated in terms of 
in' estnlent. Operating ratio has also been calculated in order to pleasure the efiiciene% of 
the company. 
Seventh Null Hypothesis H,: There is no significant impact of Profitability position on 
o Sub Hypothesis. 117 ; : There is no significant impact of gross profit ratio on ROC1i. 
o Sub Hypothesis. 1-17,,,,: There is no significant impact of net profit ratio on ROCE 
o Sub I l\'pothesis. I I;, :;: ,: There is no significant impact of operating ratio on ROCE 
c Sub Ilvpothesis. 117,,,,: There is no significant impact of return on net worth on 
ROCE. 
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Table - 5.27 Profitability Ratios of MNITC Ltd 
Year F Gross Profit Ratio Net Profit Ratio 	OR 	1 IZOCE i RONW 
1991-92 3.28 1.02 97.67 13.1 	1 19.44 
1992-93 2.60 1.80 98.16 12.42 18.25 
1993-94 2.74 1.62 97.26 8.39 9.61 
11.30 
9.22 
1994-95 2.15 1.27 97.80 7.24 
1995-96 1.46 0.93 99.65 6.35 
1996-97 1.82 0.57 99.98 3.11 4.23 
1997-98 2.57 0.38 97.45 2.19 2.63 
1998-99 2.42 0.42 99.39 1.95 2.76 
1999-00 2.17 0.19 99.06 1.01 1.37 
2000-01 2.62 0.34 99.68 1.88 3.07 
2001-02 1.74 0.26 99.78 2.00 3.06 
2002-03 2.09 0.40 99.79 3.25 3.94 
2003-04 1.78 0.70 98.93 6.14 9.52 
2004-05 1.69 0.74 98.59 10.15 14.87 
2005-06 1.36 0.70 99.02 7.94 13.81 
1.07 0.57 99.26 6.18 14.97 ~1006_07 007-08 1.63 0.80 98.82 4.69 20.49 
2008-09 0.87 0.38 99.77 2.44 12.47 
2009-10 0.70 0.48 99.71 3.17 16.78 
2010-11 0.29 0.18 99.60 8.32 8.77 
2011-12 0.27 0.11 99.66 1.77 
-5.09 
5.00 
2012-13 0.45 -0.25 99.12 -5.29 
Source: Annual Rejpo is of :v1MT(' Ltd..fivn1 1991-92 to 2012-13 
The above table sho~'.s the profitability position of MMTC Ltd. from 1991-92 to 2012-13 
and it has been measured in two facets i.e. in terms of sale and investment. Gross profit 
ratio and net profit ratio has computed with the help of sales while return on capital 
employed and return on net worth has been computed through investment. The analysis 
reveals low profitability in terms of sale, while, in terms of investment it is quite 
satisfactory. Operating ratio of' the company is very high throughout the study period 
which indicates the company is working with high cost of sales and operating expenses 
and not properly focusing on profit margins. 
From the above analysis it is clear that the company earned very low gross profit during 
the study period as it was 3.28 per cent of sale in 1991-92 which declined over the whole 
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study period. It was 2.09 per cent of sales in 2002-03 and declined over the years and 
stood to only 0.45 per cent in 2012-13. Gross profit margin of MMTC continuously 
remains low for the entire study period but because of high volume and high turnover, the 
return on investment is considerably good. Whereas, gross profit margin remains more 
than 2 per cent for most of the year of the first decade. From the analysis, it is evident 
that the gross profit ratio of the MMTC Ltd. is showing a gradual decline in the recent 
years. The table clearly shows that the sale of the company has shown an increasing trend 
over the years. However, the gross profit of the corporation has shown a very low 
improvement in the period under reference. This decrease in gross profit ratio may be 
attributed to the high cost of sale. 
The net profit ratio gives a good indication of financial health of a business concern. 
Without an adequate gross margin, a company will be unable to pay its operating and 
other expenses and build for the future. The main cause of decline in net profit ratio is 
attributed to the increasing operating cost of the corporation. The fluctuating trend of net 
profit ratio indicates poor performance of the MMTC Ltd. with regard to control over its 
operating expenses. 
Net profit ratio was 1.02 per cent in 1991-92 which declined on a continuous basis in first 
decade and stood on 0.93 per cunt in 1995 96. It was oniv 0.1 I per cent in 2011-12. In 
2012-13, the company has registered a toss of 0.25 per cent. The profitability of the 
company in terms of investment is comparatively better as return on sale. Figures of net 
profit margin of MMTC indicates that the company is continuously showing poor results, 
whereas, the margins remained above I per cent in earlier part of first decade. Further, it 
declined and remained under I per cent in later part of first decade and in the next decade 
of the study period. 
The operating ratio of MMTC remained high for the entire period under study as the 
operating profit margins were very low. As operating ratio showed a high operating 
expenses and cost of sale, it is observed that a major chunk of sales were absorbed in 
meeting the expenses. Thus, the overall effect is that the company has very low profit 
margin. Since the company is a trading company. its operating expenses, specifically, the 
cost of sale was high and profitability of the company was largely depend on high 
volumes of sale. It can he concluded, despite very high operating ratio, it manages to earn 
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profit due to high sales turnover. Besides, the protitabilit\ of the company in terms of the 
investment is quite satisfactory. 
Return on capital employed and net worth indicated that the company managed to fetch 
satisfactory return in the earlier period first decade of the study. I Jowwever. both returns 
declined below 5 per cent in the later part of first decade of the study. Return on capital 
employed improved to a large extent but RONW remained higher than the ROCS: which 
indicated that the financial leverage gains to equity holders. However, company failed to 
keep the pace with both types of returns and the ratio deteriorated in last three years and 
even turned negative in the last year of the study. The average return in terms of 
investment was satisfactory for most part of the study period. Profitability in terms of sale 
remained significantly low f'or almost the period under study. It failed to improve profit 
margins in terms of percentage of sales volume. Large sale volume and high turnover 
together with high leverage base profit helped the company to manage profitability in 
investment segment. 
Graph — 5.6 Gross Profit and Net Profit Ratio of MMTC Ltd. 
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Graph — 5.7 Operating Ratio of MMTC Ltd. 
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Graph — 5.8 ROCE and RONW of MMTC Ltd 
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The above graphs show the profitability ratios of MMTC Ltd. from 1991-92 to 2012-13 
which includes gross profit ratio, net profit ratio, operating ratio, return on capital 
employed and return on net worth. From the graphs, it is clear that gross profit and net 
profit ratio are very low in comparison to other profitability ratios. The trend line of gross 
profit and net profit ratios are having declining trend throughout the study period. The 
graph shows that operating ratio of MMTC was very high throughout the study period. 
The return on net worth has its highest level in 2007-08. From 2009-I0. RONW has 
shown a decreasing trend during the study period. 
Table-5.28 Descriptive Statistics of Profitability Ratio 
Particulars N Mean t S.D. 
Gross Profit Ratio 22 1.717 ±.8445 
Net Profit Ratio 22 0.6186 s.4861 
Operating Ratio 	 22 99.00 f 0.836 
4.849 f 4.0488 Return on Capital Employed 	 22 
Return on Net Worth 22 9.103 t 6.815 
Source: Table 5.27 by using SPSS 
The statistical description of profitability ratios of MMTC Ltd. is shown in table 5.28. 
The profitability ratios related to sales include gross profit and net profit ratio whereas 
profitability ratios related to investment are Return on Capital Employed (ROCS) and 
return on net worth (RONW) which are presented along with their statistical description. 
The mean value of gross profit and net profit ratios are 1.71 and 0.62 per cent while the 
operating ratio is 99.00 per cent during the study period. The mean value of ROCE and 
RONW is 4.85 and 9.10 per cent respectively. 
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J [ROCE  
Source: Table 5.27 by using SPSS 
a. Predictors. (Constant), GPR, NPR, OR & RONW 
Table 5.29 shows the correlation (r) between different profitability ratios and return on 
capital employed of MNITC Ltd. The coefficient of determination (Rc) is at .187, .672, 
.275 and .616 respectively, which implies that 18.7, 67.2, 27.5 and 61.6 per cent of the 
variation in ROCE is explained by the profitability ratios. The table also examines the 
C 
R 
R 
Change Statistics 
adjusted 	Std. Error of . 	 F lodel 	R 	Square 	R Square 	the Estimate 	R Square 	Chang 	dfl d12 	Sig. F (R) Change 	a Change 
PR  
OCE 	'.432° 	.187 	.146 	3.74175 	.187 	4.589 	I 	20 	.045 
PR- 	8202 	.672 	.656 	2.37642 	.672 	40.959 	1 	20 	.000 OCE 
R. 	525° 	275 	.239 	353141 	275 	7_605 	I 	20 	.012 
OCE 
ONW- 	785' 	.616 	.597 	2.57146 	.616 	32063 	1 	1 20 	.000 
Table - 5.29 Model Summary of Profitability Ratios 
R 
 
relationship between profitability ratios and return on capital employed that gives the 
coefficient of correlation i.e. 0.432, 0.820, 0.525 and 0.785 which shows positive 
correlation hetween profitability ratios and ROCS. where 'cry high correlation is found 
in NPR-ROCE and RONW-ROLE. while moderate correlation is found between GPR-
ROCE and OR-ROCE. 
Table - 5.30 Regression Analysis of impact of Profitability Ratios on Return on 
Canitcl Fmniuverl (ROCP.1 
Unstandardized 	Standardized 
Model 	Coefficients Coefficients 	t 	Sig. 
B 	Std. Error 	Beta 
PR- 	(Constant) 	1.292 L842 
.432 	
.701 	.491 
ROCS 	(3PR 	2.072 	.967 2.142 	.045 
NPR- 	(Constant) 	.626 	.832 	 .752 	.461 
ROCE 	NPR 	6.827 1.067 '8-0 	6.400 	.000 
R- 	(Constant) 	255.843. 	91.017 	2.811 	Oil 
ROCE 	OR 	-2.535 .919 -5.25 	-2.758 	.012 
OCE 785 
RONW- 	(Constant) 	.604 	.929 .G51 	523 
RONW 	.466 	.082 	 5.662 	.000 
Source: I bhh? .5.27 /1v using ti/S S 
Dependent Variable. ROCE 
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Table 5.30 shows regression analysis results which reveal the impact of profitability 
ratios on return on capital employed. In case of gross profit ratio the regression 
coefficient (beta) is equal to 2.072 which indicate that for every unit change in Gross 
Profit Ratio the value of ROCE is moved by 2.072. On the other hand. the intercept is 
1292 indicating the role of other factors in the movement of ROCE. It means that lithe 
value of GPR is zero then the value of ROCE would he 1.292 units. the significant value 
is .045 which is less than 0.05. Therefore, the null hypothesis is rejected and it shows that 
there is a significant impact of gross profit ratio on return on capital employed. 
In case of Not Profit Ratio, the regression coefficient (beta) is equal to 6.827 which 
indicates that for every unit change in NPR the value of ROCE is moved by 6.827 that is 
high. On the other hand, the intercept is 0.626 indicating the role of other factors in the 
movement of ROCE. It means that if the value of Net Profit Ratio is zero then the value 
of ROCE would be 0.626 units. The significant value is .000 which is less than the 
critical value 0.05 and it leads to the rejection of null hypothesis. 
The regression coefficient (beta) of operating ratio (OR) shows a negative value of2.535. 
The intercept is 255.843 indicating the role of other factors in the movernxct of ROCE. It 
means that if the value of operating ratio is zero then the value of ROCE would be 
255.843 units. the significant value is calculated at .012 which is less than 0,05. 
Therefore, the null hypothesis is rejected and it can be concluded that operating ratio has 
a significant impact on ROCE of MMTC Ltd. 
In case of Return on Net Worth the regression coefficient (beta) is equal to 0.466 which 
means that for every unit change in RONW the value of ROCE is moved by 0.466. On 
the other hand, the intercept is .604 indicating the role of other factors in the movement 
of ROCE. It means that if the value of Return on Net Worth is zero then the value of 
ROCE would be affected by .604 units. The significant value is calculated at .000 which 
is less than 0.05. So, it shows that there is a significant impact of Return on Net Worth on 
Return on Capital Employed and it leads to rejection of null hypothesis. 
5.7.3. Solvency Ratios of MMTC Ltd 
Solvency ratios show a company's ability to make payments and pay oft its long-term 
ohlications to creditors. bondholders, and banks. Better solvency ratios indicate a more 
creditworthy and financially sound company in the long-term. Solvency ratios indicate a 
firm's ability to meet the fixed interest and costs and repayment schedules associated 
with its lone term borrowing (Gupta and Sharma. 2014). 
Eighth Hypothesis 1-ls: There is no significant impact of the Solvency Position on ROCE. 
o Sub Hypothesis. Hs( ,,: There is no significant impact of' interest coverage ratio on 
ROCE. 
c Sub Hypothesis, 1-I5(1): There is no significant impact of proprietary ratio on 
ROCE. 
Table - 5.31 Solvency Ratios of MMTC Ltd 
Year 	 ICR 	 PR 
1991-92 1.12 15.94 
1992-93 2.09 36.26 
1993-94 4.73 54.65 
1994-95 1.91 38.76 
1995-96 1.29 39.09 
1996-97 0.73 51.24 
1997-98 0.85 55.40 
1998-99 0.95 49.21 
1999-00 0.24 48.24 
2000-01 0.60 38.45 
2001-02 0.79 40.18 
2002-03 1.00 44.69 
2003-04 2.56 15.94 
2004-05 0.39 11.85 
2005-06 1.40 22.98 
2006-07 1.86 24.10 
2007-08 l .56 I I.42 
2008-09 0.21 10.61 
2009-10 0.52 10.89 
2010- I 1 
201 1-12 
0.33 7.00 
0.14 10.76 
~ 	2012-13 -0.50 	 20.02 
Source: Annual Reports of'.tLIITC Lid. front 1991-92 to 2012-13 
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The interest coverage ratio is used to determine how easily a company can pay interest 
expenses on outstanding debt. It is a measure of number of limes a company could make 
the interest payments on its debt with its earnings. It determines how easily a company 
can pay interest expenses on outstanding debt. A lower ICR indicates less earnings are 
available to meet interest obligations. 
The interest coverage ratio of MMTC Ltd was 1.12 times in 1991-92 which increased up 
to the 4.75 times in 1993-94 and then it decreased the further period till 2001-02 when it 
stood at 0.79 times indicating the poor position of the company. Ihe interest coverage 
ratio showed waving trend throughout the period of study. ICR was not satisfactory 
during the most of the years of the study. The company has not earned enough profit to 
pay its interest expenses For half of the study period. However, the company gained 
satisfactory position in terms of its capability in meeting its interest expenses in last five 
years. 
Glancing at the net worth of MMTC as indicated by the proprietary ratio from the table 
5.31, it is clear that the company enjoyed a comfortable proprietary ratio in half of the 
study period. I lie average ratio was above 40 from 1992-93 to 2002-03. However, there 
was a major decline in 2003-04 and it felt to 15.94. High borrowings by the company riot 
only increased total assets in the denominator but also increased the liabilities in the 
numerator side. Thereby, the comparative figures of the shareholders fund now become 
smaller leading to falling proprietary ratio. Thereafter, in the last years of the study, the 
proprietary ratio declined further with an even fall to single digit in 2010-I 1 when it was 
just 7 per cent but in the last year of the study company improved its proprietary ratio to 
20.02 per cent through settlement of curr ent liabilities. 
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Graph — 5.9 Interest Coverage Ratio of MMTC Ltd 
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Graph 5.9 shows the trend of interest coverage ratio of MMTC from 1991-92 to 2012-13. 
It was only 1.13 times in 1991-92 which increased in next two years and stood at 4.73 
times in 1993-94 and it indicated an acceptable position of the company. Further, the 
interest coverage ratio indicated a decline trend rest of the study period and indicated that 
company earned low profit margins. 	Interest coverage ratio had increasing but 
fluctuating trend till 2009-10 after that in 2010-I 1 and 2011-12, it registered a significant 
growth. 
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Graph — 5.1O Proprietary Ratio of MMTC Ltd 
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Graph 5.10 articulates the trend of solvency ratios of MMTC ltd. from 1991-92 to 2012-
13. Proprietary ratio has a constant trend line during the study period. Proprietary ratio 
has an increasing trend in first three year of the study period. Further, it has a fluctuating 
trend till 2002-03. 
Table 5.32 Descriptive Statistics of Solvency Ratios 
Solvency Ratios 	 N 	Mean f_ S D. 
ICR 	 22 	 1.126±1.088 
PR 22 18.06±16.633 
Source: "fable 5.31 hi' using SP.SS 
Table 5.32 exhibits the descriptive statistics of solvency ratios of MMTC. The solvency 
position of the company is presented through interest coverage ratio and proprietary ratio 
and the mean value of' these ratios are I.126 and 18.06 respectively while the standard 
deviation is 1.088 and 16.633 respectively. 
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Table-5.33 Model Summary of Solvency Ratios 
R 
 
Change Statistics  
Adjusted R Std. Error of F Model R Square z Square the Estimae R Square 	 Sig. F hang 	d12 (R) i dfl Change Change a  
ICR- ,545' 297 262 3.47746 .297 8.468 I 20 .009 ROCS_ 
PR- 	564' ROOF .318 .284 3.42670 .318 	9.315 I 20 .006 
Source: Table 5.31 by using SPSS 
a. Predictors: (Constant), ICR, PR 
Table 5.33 shows the correlation (r) between the solvency ratios and return on capital 
employed of MMTC Ltd. The coefficient of determination (R') is at 0.297 and 0,318 
respectively which implies that 29.7 and 31.8 per cent of variation in ROCE is explained 
by ICR and PR. The table also examines the relationship between solvency ratios and 
return on capital employed that gives the coefficient of correlation at 0.545 and 0.564 
which indicate a positive moderate degree of correlation. 
Table - 5.34 Regression Analyses of impact of Solvency Ratios on ROCE 
Model 
LCR - 	(Constant) 
ROCS 	1CR 
Unstandardized 
Coefficients 
Standardized 
Coefficients It 
i 
Sig. 
B 	Std. Error 
2.565 	1.080 
Beta
545 
2.375 .028 
2.029 .G97 2.910 .009 
PR- 
ROCS 
(Constant) 7.329 1.092 
.045 
S64  6.709 
-3.053 
.000 
PR -.137 .006 
Source: (able 5.31 by using SPSS 
Dependent Variable: ROCE 
Table 5.34 presents regression analysis model for meUasuring the impact of solvency 
ratios on return on capital employed. In case of ICR, it is observed that the value of beta 
coefficient is 2.029 which signifies that for every unit change in ICR, there is a 2.029 
unit's chance in ROCE. The intercept value is 2.565 indicates that if the value of ICR is 
zero then the value of ROCE would be 2.565 units. It points out that there are other 
factors that affect ROCE of MMTC Ltd. The significant value is .009 which is less than 
005. It leads to the rejection of null hypothesis that there is a significant impact of 1CR 
on Return on Capital Employed of MMTC Ltd. from 1991-92 to 2012-13. Hence the null 
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hypothesis that there is no significant impact of Interest Coverage Ratio on Return on 
Capital Employed is rejected. 
The value of beta coefficient of Proprietary ratio is -.137 which signify that for every 
unit change in PR, there is a -.137 unit's change in ROCE and the intercept is 7.329 
which shows that if the value of Proprietary Ratio is zero then the value of ROCE would 
be affected by 7.329 units. The significant value is .006 which is less than 0.05. Hence, 
the null hypothesis that there is no significant impact of Proprietary Ratio on Return on 
Capital Employed is rejected. 
From the above discussion it is clear that in terms of economic and financial parameters, 
the company is performing satisfactorily with the exception of few years when it 
performed very badly. Profitability position of MM'I'C has been checked with two facets 
i.e. in terms of sale and investment. In terms of sales the profitability of the company is 
very poor while the company performs well in return on investment. Short term solvency 
position of the company is quite satisfactory as it maintained a standard le el of current 
assets. The company is performed satisfactorily in stock market in the earlier period of 
the study i.e. 2002-03 to 2009-10. Further, the company decided to split its share in 2010. 
I his event made a negative impact on the share performance of the company. The share 
price declined continuously after this event. The Government of India divested the share 
capital of MVITC in June, 2013 by 9.33 per cent. Earlier, the Government stake was 
99.33 per cent in MM'1'C which divested by 9.33 per cent and now it is the owner of 90 
per cent in MM'I C Ltd. 
Evaluation of financial performance of MMTC Ltd. from 1991-92 to 2012-13 has been 
done in detail in this chapter. A discussion of the findings of this analysis and important 
suegestions to improve the performance of the company are given in next chapter. 
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The previous chapter covers the detailed analysis and interpretation of financial 
performance of MMTC Ltd. for the period of 1991-92 to 2012-13. The present 
chapter deals with the findings, conclusion and suggestions based on the analysis and 
interpretation of available data of MMTC Ltd and also provide the guidelines for 
future research work. 7 he efforts have been made to summarize and conclude the 
whole study and to give meaningful suggestions in order to achieve the objectives of 
the study. Thus, in the tight of the findings, the present study give suggestions for 
improving the efficiency, effectiveness and profitability of MMTC Ltd. Different 
financial aspects have been analyzed and tested by applying a number of accounting, 
financial and statistical tools in order to see whether the MMTC Ltd. has achieved the 
targeted objectives or not So, the Researcher's efforts have yielded the resulting 
performance that can form a platform Ibr various future aspects for the analysis of the 
financial performance in public sector enterprises. 
The present research covers the period of twenty two years from liberalization i.e. 
1991-92. The main objective of the study is to evaluate financial performance of 
MM IC Ltd and to find out various factors which affect the liquidity, solvency, 
profitability and market performance of the company. 
6.1. Findings of the Research 
The findings are based ou in-depth investigation of the research problem and the 
anal\ sis of the data of MMTC Ltd. The findings are as under: 
From the common size balance sheet it has been found that current assets constitute a 
huge part of total assets. It consists of approximately 93 per cent while the fixed assets 
constitute only 7 per cent of total assets during the study period. It is observed that the 
company has invested :a bid amount in in' entories. The position of current assets was 
similar throughout the study period while fixed assets of the company have declined. 
Outside liabilities constitute approximately 77 per cent of total liabilities while 
shareholder's funds were 23 per cent which also declined over the years. 
Comparative Income Statement analysis elaborates that total sales of MMTC Ltd. has 
increased on a continuous basis in later decade of the study as it was Rs_ 8132 crore in 
1991-92 which stood at its highest level of Rs. 67052 crore in 2011-12, Profit before 
tax of MMTC Ltd. shows mixed trend of growth over the study period. It was 
declined in first decade of the study. Further, it increased in first part of second 
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decade while it became weaker from 2007-OS to 2011-12 due to global recession, high 
price of commodities that increased labour and transport costs. The same case 
happens to be with the profit after tax. Cost of sales of the company has increased 
over the years on a continuous basis similar to total sales of the company. From the 
comparative balance sheet it has been observed that MMTC I.td. registered positive 
growth in current assets during the study period. It jumped from Rs. 4055 crore in 
2003-04 to Rs. 11995 crore in 201 I -12, shows that the performance of the company is 
quite satisfactory. The fixed assets are lacking behind the growth of current assets. 
The value of fixed assets was Rs. 249 crore in 1991-92 which became Rs. 748 crore in 
2011-12. The current liabilities of the company have shown a mixed trend of growth 
over the study period. 
MM IC experienced a robust growth in sales in second decade of the study, the sales 
figures raised by leaps and bounds and the growth in sales was as high as 150 per 
cent. However, weak gross profit margin, despite of high growth in revenue indicates 
that the cost of sales for the company is an area of concern which remains marginally 
lower than the sales figure, thereby weakening the company's gross profitability, 
MMTC is a company, which is involved in trading, therefore, though it is successful 
in maintaining high sales volume in absolute terns, its profit after tax was very low 
during the study period. From the testing of hypothesis, it has been found that there 
was a significant relationship between sales and profit after tax of MM'I'C Ltd during 
the period under study. From the analysis, it is also cleared that sales had a significant 
impact on shareholder's fund of the company. 
The cost of sales of MMTC Ltd. is very high during the study period as it constitutes 
approximately 98 per cent of sales during the study period which is very high and 
remaining 2 per cent is the profit which is quite low. It has been found that the 
company earned very low profit which followed a declining trend over the years. The 
gross profit of the company was 2.12 per cent in 1999-2000 which diminished to 0.41 
per cent in 2011-12. It has been observed that the cost of sales has increased over the 
years having its direct impact on the profit earning. The reason behind this could be 
the increasing direct expenses and the purchase of materials on high rate from 
international markets. 
Economic Value Added (EVA) elaborates whether the company has added any value 
to its shareholders' wealth in a specific period of time, MMTC Ltd. registered a 
significant growth in terms of value addition to its shareholders wealth from 2002-03 
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to 2012-13. The company showed a low addition in economic value of Rs. 36 crore in 
2002-03 causing its hoard approved a reduction of capital which affects the 
performance. In 2003, MMTC acquired Its. 800 deal from Japanese and South Korean 
companies for the supphv of iron ore which ultimately enhance the profitability of the 
company and it is helpful in registered a significant growth in EVA over the study 
period. In the same your, the company initiative of joint venture with Odisha 
Government to start Neelanehal Ispat Nigam Limited has emerged as the second 
largest exporter of pig iron fmm the country. The company has added value to 
shareholders' wealth during the later period of the study i.e. Rs. 156 crore in 2004-05 
to 193 crone in 2009-10. Despite the weak profit margins, company managed to keep 
its absolute economic value added positive. The reason for this can be traced from the 
lower weightage average Gust of capital and high volume al sales. 
The company did not add any value in market price of shares in 2002-03 as it 
indicated a negative MVA of Rs. 392 cram but it registered a tremendous growth in 
value addition of its shares value during the later period of the study viz it was Rs, 
65920 crone in 2012-13, It has been judged that the company generated value to the 
shareholders' inve,tm.m through the enhancement of stock performance in share 
market. On the basis of MVA analysis it can be concluded that share prices enjoyed 
hi_h price earnings and the share was fairly overvalued for most of the period 
resulting in high mantel value addition which was not properly based on the 
fundamental factors of the company. 
Event study highlights tl.c impact of an event on share value of the company. It shows 
the performance of a company's share in market before and after the announcement of 
an event by the company. MMI C Ltd. made an announcement of stock split in July, 
2010 and decided to split its share from face value of Rs. 10 to face value of Re. I 
(Swap 10:1) giving an additional bonus share to its shareholders. This event has no 
significant impact of share performance in market and the shareholder's of MMTC 
Ltd. did not earned abnormal profit before and after the announcement. 
Short term liquidity position is found satisfactory with an average current ratio of 1.91 
and iquid ratio 159 respectively_ The cash position has a high fluctuation but mean 
value of 0.55 indicates a satisfactory cash level. Moreover, the excess cash was 
blocked from 2006 to 2010 when average ratio remained higher than one. Considering 
the overall liquidity position, it has been found that the company remained in a 
conil'ortable position for most of the time during the study period. The result of 
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b?YP.Slhesjs, it hp o *.Il fsiun that 9u[Igill 409 Adsb upSitiQn talios bake no significant 
impact on return on capital employed during the study period while a significant 
impact of liquid ratio found on return on capital employed. 
The profitability position has been measured in terms of sales and investment. The 
profitability position of MMTC Ltd. in terms of sales was not good as its gross profit 
and net profit avails of a mean value of 1.72 and 0.62 per cent respectively over the 
study period. while in terms of investment it was comparatively better to sales as 
return on capital employed and return on net worth were around 4.85 and 9.10 per 
cent. The results show that the company has a high operating ratio throughout the 
study period as it avails mean value of 99.00 per cent. It reveals the company is more 
concerned to its operations rather than profit margins. From the analysis, it is found 
that there is a significant impact of profitability ratios on return on capital employed. 
The result of DuPont analysis reveals that the company managed to offer satisfactory 
return on equity due to high asset turnover and equity multiplier despite of low profit 
margin. The performance of the company is quite satisfactory in the context to 
generate value for shareholder's wealth. 
After analyzing the data, it has been found that the interest coverage and proprietary 
ratio has a significant impact on return on capital employed of MMTC Ltd during the 
study period. Proprietary Ratio highlights the proportion of shareholder's fund and 
total assets. From the analysis, it has been found that the proprietary ratio is indicating 
mixed performance trend during the study period. Interest coverage ratio reveals 
ability of the company to pay interest expenses from earnings. Interest coverage ratio 
reveals that profits were not comfortably adequate to bear the interest expenses every 
year and its mean value remained just marginally higher than one. The interest 
coverage ratio of MMTC Ltd. shows the fluctuating trend over the study period. 
The main activities of the company are export of metals and import of minerals and 
fertilizers as well as domestic trade of gold. silver and precious stone etc. The main 
findings of trade practices are as follows: 
The export performance of MMTC Ltd was not so good as compared to its import. 
The company did not focus on export during the study period. It constituted 22 per 
cent of total turnover in 1991-92 which increased over the vears and constitute 37.52 
per cent of total trade in 2002-03. Further, it declined and reached to only 10.49 per 
cent of total turnover in 2012-13. The result of the hypothesis point towards that there 
is an impact of export on total turnover of the company during the period under study. 
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The main reason behind the low export activity is decreasing demand of Minerals and 
Metals at international markets. The acceleration in import activities of MMTC Ltd. is 
to fulfill the domestic needs and export to the third countries. In 2002-03. the export 
was at its highest level at 37.52 per cent of total turnover. The highest growth in 
export i.e. 60.29 per cent was registered in 2004-05, while the highest decline was 
observed in 2011-12 which was 44.63 per cent. The export acrivity registered a 
fluctuating cum declining trend during the study period. On the basis of the analysis, 
it has been found that the MMTC Ltd. paying attention on import during the study 
period as it shows a large contribution in total turnover. It constitutes 76.90 per cent in 
1991-92 which maintained throughout the study period and contributed 92.59 per cent 
of total turnover in 2011-12. However, from the analyses. it has been found that the 
import activity of this company played a vital role in the total turnover and company 
focused on import as coinpare to other trade practices. The result of the study reveals 
that there was a significant relationship between import and total turnover of MMTC 
Ltd during the period under study. 
The domestic trade of the company was very low as it constituted only 1.08 per cent 
in 1991-92. The company opened its outlets, jewellary shops namely Sanchi 
Silverware and invested heavily on advertisement in local markets and exhibitions. It 
borne positive results and increased domestic trade activities helpful the company 
constitutes 15.77 per cent of total turnover in 2012-13. Domestic trade constitutes 
very low contribution in total turnover during the study period. The company has not 
focused much on domestic trade as compared to other activities. MMTC Ltd has 
focused on domestic trade from last few years. From the analysis, it has been found 
that there was a relationship between domestic trade and total turnover of the 
company. The company has opened jewellary shops at metro cities and targeted the 
local customers through Sarichi Silverware. 
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Table — 6.1 Summary of Hypotheses 
S' Null Hypotheses Research 1t Results Inference No. Instrument value 
1. tThere isno 	_igniticant 	eurrctation Significant bet\%cen 	Sale 	and 	Profit 	after 	Tax Correlation 0.04 Reject a on ('orrelati I1'AT). 
or
on 
2.  l here is no significant impact of Sales Regression 
on Shareholder's Fund. Analysis 
0,0O Reject Significant Impact 
3(i) There 	is 	no 	significant 	correlation Correlation 0.000 Reject significant betNceen im ort and total turnover. Correlation 
3.( ii) ['here 	is 	no 	significant 	correlation Significant bet%%een 	domestic 	trade 	and 	total Correlation 0.000 Reject Correlation  turnover. 
-l. There is no significant impact of export Regression 0.001  Reject Significant Impact  on total turnover. Analysis 
5. the e%ent of announcement of stock t- 
split has no significant impact on stock l. cot studs value Accept ~ 	significant unpact m
of 
rices of NINITC. 0.08 of ar_Qunee_Wt 
6.(i) There 	is 	no 	significant 	impact 	of Regression Current 	Ratio 	on 	Return 	on 	Capital I 	:1nal}si, 0.100 Accept No Significant impact Lm loved (ROLE) + 
6.(ii) There is no significant impact of liquid Regression 0.044 Reject Significant impact Ratio on R()C'E Analysis 
6.(iii) (here is no significant impact of Cash I 	Regression U,443 Accept No Significant impact Position Ratio on ROCS Analysis 
7.(i) fhere is no significant impact of Gross Regression Q.045 Reject Significant impact Profit Ratio on ROL _ Anal,,sis 
7.(ii) there is no significant impact of Net Regression 0.0(1(1 Reject Significant impact Profit Ratio on ROCF; Analysis 
7. (iii) There 	is 	no 	significant 	impact 	of Regression 
0.012 Reject Significant impact Operating Ratio on ROLE Analysis 
7.(ivv) There is no significant impact of Return Regression 0.1)01) Reject Significant impact on Net Worth on ROCE Analysis 
8.(i) [here 	is 	no 	significant 	impact 	of Regression 0.009 Reject Significant impact Interest ('overt ge Ratio on RO(. 1. Analysis 
8.(ii) There 	is 	no 	significant 	impact 	of Regression 0.006 Reject Significant impact Pro rietar\ Ratio on ROCI: Analysis 
6.2. Conclusion 
The Indian mineral sector contributes a large share in the Gross Domestic Product 
(GDP) of the country. The future of the Indian Mineral Industry is promising and its 
growth potential is high as there is sufficient domestic demand and good scope for 
export of Minerals and Metals products. Meeting domestic consumption growth and 
export demand to some extent, therefore, impose a tough challenge for the Indian 
Mineral Sector. In the early 1990s the Government of India initiated major trade 
,)olicv reforms, which favored increasing privatization and liberalization of all sectors 
~f the economy and Mineral Sector was no exception to this. Minerals and Metals 
sector particularly, the handling, processing and marketing of different Minerals. 
Metals. Fertilizers, Coal and Hydrocarbon which were reserved mainly for the public 
sector. It will be right to study and analyze the financial performance of MMTC Ltd 
nd to suggest measure to boost up trade and improve its profitability. 
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India is a leading consumer of Gold and Precious Stones and it also constitutes in 
important percentage of its export and MMTC is the most significant player in this 
area. Therefore, proper policies for its financial restructuring are required. Besides, 
India is among fastest growing economy which required foreign exchange earnings. 
MMTC ltd. being an important player in cross border and canalized trade can be 
managed favorably for specific Gold in particular and national policy goals in general. 
MMTC Ltd has undergoing the toughest face of its life during the last two decades 
and therefore there is an urgent need of a revival plan for a company to avoid creeped 
management and efficiency turning the company towards the negative quadrants. 
MMTC also needs to rejuvenate its domestic operations and Look for profitable 
expansion hoth horizontally and vertically in its domestic operations. The company 
can assist the Indian economy by controlling its import and promoting export in its 
trade thereby checking the alarming trade deficit of the country. 
Mineral sector is one of the key sectors in Indian economy. There are a number of 
Indian companies which are involved in the business of minerals and metals at 
international as well as national level. Adani Enterprises. Singer India Ltd., State 
Trading Corporation. National Minerals Development Corporation, UB Holdings and 
Sunrise Asian Ltd. etc. are the main competitors of MMTC Ltd. The Researcher has 
evaluated the financial performance of MMTC Ltd. by taking the financial statements 
of the company into consideration. From the analysis and interpretation of data it has 
been concluded that the financial position of the company is quite satisfactory in 
terms of liquidity and solvency position. Profitability of MMTC Ltd. was evaluated in 
two terms i.e. in terms of sales and in terms of investment. The profitability position 
of the company is not good in terms of sales as it shows that the gross profit and not 
profit has very low contribution in total sales while the profitability position of 
Ni MT'C I.A. in terms of investment is satisfactory. 
The Researcher concluded that the company has added a significant value in 
shareholder's wealth. It has also been observed that NOPAT of the company 
increased on a continuous basis. The study elaborates that market performance of the 
share of MMTC Lid. is quite satisfactory as it shows rapid growth in Market Value 
Addition. Market price of MMTC's share registered rapid growth till 2009-10. In July 
2010, the company split its shares from Rs. 10 to Re. 1. 'Ihe impact of this 
announcement has been tested by event study which concluded that stock split 
decision had no significant impact on share price of the company. It has been judged 
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that the cost of sales constitutes a large contribution in total sales. The analysis reveals 
that the company has focused to increase its trade volume rather than profit. The 
reason behind low profitability is that the company is focusing to capture the global 
market rather than increasing the profit. Current assets cover a major part of total 
assets which shows that the company has a big stock of material while fixed assets are 
having very low percentage. Cash covers the half of the assets of MMTC over the 
study period. 
6.3. Suggestions 
Liberalization and globalization helps in upgrading the mineral sector of India. This 
sector has proved its hallmark at the global market. MMTC Ltd. has become the 
world supplier of minerals, metals, fertilizers, coal and hydrocarbon at a competitive 
cost. Although MMTC Ltd. is perforating well in all spheres of its operations, still 
there is a wide scope for improvement in trade and financial performance of this 
company. Further improvement car he achieved with the help of successful 
implementation of following suggestions: 
• The company should design its strategies to reduce the cost which will enhance the 
EVA in substantial manner either through cost cutting or through revenue 
enhancement. 
• MMTC Ltd. should trade a large proportion of its equity base in market to increase 
its market capitalization and reduce its cost of capital so as to increase 
shareholder's wealth. 
• The company should follow the policy of disinvestment to increase the stake of 
private players so as to enhance its managerial potential efficiency and 
consequently its area of operation may widen. 
• The company should acquire the capital at low cost that will yield more positive 
impact on the book value of shareholder's fund. 
• It has been judged that the liquidity position of MMTC Ltd. is satisfactory, it 
should he kept up by the company. 
• On an average, company is maintaining high cash reserves that can be invested for 
some alternate avenues so that company can fetch additional return on the idle 
cash. 
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• The company should maintain its current liabilities as of now because the 
proportion of current liabilities to current assets, quick assets and cash is to be 
favorable for the company's short term solvency position. 
• Profitability of the company is very low. It may be because of higher cost of 
purchase. Hence, the company should purchase goods on low price or low cost and 
try to reduce the selling and distribution charges and the company should increase 
its profit margin by controlling cost of sales, selling, distribution and transportation 
expenses as well as effective inventory management. 
• The company should reduce its loan practices and focus on acquiring equity capital 
to reduce its interest expenses because of low profit margin. 
• The trends of Interest Coverage Ratio (ICR) shows alarming figures which need to 
be addressed instantly because high interest payments with low profit wipe away 
the equity base of the company. 
• For checking the ICR, company should restructure its capital and pay-off interest 
bearing debt as soon as possible and work upon improving its profitability so that 
solvency problem can be avoided in future. 
• Proprietary ratio of MMTC declined sharply in last decade, however company tried 
to replenish its equity base by issuing additional equity in 2010 but it needs further 
improvements of its equity base by enhancing reserves and fresh equity infusion. 
• The company should use less debt as compared to equity in order to improve its 
solvency position. 
• MMTC Ltd. should minimize its direct expenses so as to improve profitability in 
terms of sales and accelerate trade activities to boost up profitability in order to 
restore the financial health. 
• \1MTC Ltd. should focus on international markets in order to improve its business. 
• Financial expenses of MMTC Ltd. are higher. In order to overcome this company 
should reduce loans and create capital from equity. 
• The company should increase the trade volume by identifying and exploring new 
markets of its products at international as well as national level. 
• For the fulfillment of domestic needs company should accelerate the import 
activities. 
• Company should search new markets for purchasing economical and best raw 
material. 
190 
• It has been €ovealed by the analysis that import Is main activity of MMTC Ltd. So, 
it needs to remember that the policies made by the Government should be 
favorable to import. 
• As MMTC Ltd. is the largest non-oil importing company of India, it should enter in 
oil import for price stability in oil prices and also enhance its trade activities at 
domestic level. 
• The company should open its outlets, shops, showrooms in urban as well as rural 
areas of the country and also trade activities related to fertilizers and jewellary and 
other general trade items in rural areas. 
• The company should step up to other areas for exports in its current business and to 
compete globally. 
6.4. Limitations of the Research 
Limitations are always there in any study. This research also has some limitations 
which have been mentioned as follows: 
• The study is purely based on secondary data obtained from the annual financial 
reports of the company, websites and various published sources. Therefore, 
findings of the study are subject to accuracy of such data collected from these 
sources. 
• Financial statements are normally prepared on the concept of historical cost. They 
do not reflect values in terms of current cost. Thus, financial analysis on such 
financial statements or accounting figures would not portray the effects of price 
level chances over the period. 
• Financial analysis does not depict those facts which cannot be expressed in terms 
of money, for example, efficiency of workers, reputation and prestige of the 
management. 
• The data taken for analysis covers only a period of 22 years i.e., from 1991-92 to 
2012-13. Hence, findings are limited to this period only. 
• The researcher is an external evaluator of MMTC Ltd, hence the inside view of 
MMTC is beyond the purview of researcher. 
6.5. Directions for Future Research 
The present study was devoted to evaluation of financial performance of MMTC Ltd. 
since liberalization. The Researcher feels that there is always a scope for further 
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researches. For the purpose of study, the largest international trading company of 
India was selected as a sample, This study is limited only for one Government 
Trading Company of India but there is still scope for further research in the evaluation 
of the performance of MMTC Ltd. in comparison to public and private players of the 
same industry and a comparative analysis would be of great value for academicians 
and policy makers. It is felt that a research programme can be undertaken by adding 
some other trading companies of same business to deliver deeper into the problem 
faced by this particular sector. The study may also be undertaken for productivity 
performance evaluation in the area of marketing, human resource, managerial 
efficiency etc. A full fledged research programme may also be ventured in different 
aspects of MMTC Ltd. which are currently supposed backbone of Indian Mineral 
Trading Sector. The researcher has covered key financial aspects of this corporation, 
However, there is a wide scope for further studies as well; 
• There are a number of State owned corporations engaged in trade of Minerals and 
Metals. The researcher has taken up only one corporation for the study. So, the 
future researchers may evaluate the financial performance of similar corporations 
i.e. STC. NMDC. GMDC etc. 
• Since only financial aspect of this corporation has been analyzed. many other 
aspects such as human resource management, marketing strategies, costing method, 
managerial decision, inventory management etc can also be studied in future. 
• This study is of a limited period of twenty two years i.e. from 1991-92 to 2012-13. 
Still, financial performance can be evaluated in further periods of time. Thus, this 
field is always open for further researches. 
• The study analyzed financial statements of MMTC through different accounting 
and financial techniques, which will contribute further to management of the 
company as well as other concerned parties. 
• The study will help to other interested parties and stock holders as better 
management of financial statements and its analysis will lead to improvement in 
performance and profitability of the company, 
• The study can also be helpful to other similar organizations and enterprises as a 
whole as well as for analyzing their financial statements and its interpretation 
through accounting and financial techniques. 
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